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Tactical Positioning

With many markets hitting new highs during the period, we continue to maintain our neutral to slightly overweight
exposure to equity markets. However, we have turned cautious, short term, on committing new cash to equities as
the corporate results season for Q2 2021, which is now upon us, may cause pause for thought as investors look
beyond 2021 into 2022. Next year could bring more earnings growth but also some tax rises as the bills for Covid
roll in. Overall, we remain positive on the outlook for markets, but the Summer could see some moderation in
positive sentiment as trading volumes fall and central banks fall silent over the holiday period.

Market Moves

Equities (incl. Dividends)

15-Jul-21 World (S) Us (S) Europe! (€) UK (€£) Japan(¥) EM(S) Asia ($)
Month to Date 0.6% 1.5% 0.8% -0.3% -1.8% -1.7% -1.5%
Year to Date 12.9% 17.0% 16.1% 10.6% 3.9% 5.6% 5.2%
| Gov't |
COM?(S) Gold (S) WTI Oil ($) EUR JPY UST 10Y3
Month to Date -0.4% 3.4% -2.5% -0.4% 0.0% 1.1% -17bps
Year to Date 20.6% -3.6% 47.7% -3.3% 1.2% -6.0% 39bps

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

The obvious place to start isn’t with markets, but football, because over the last few weeks it seemed to provide a
break from Covid-related news, lifting spirits and enthusiasm across Europe. With an estimated 13 million pints of
beer being sold in the UK on final day and a potential €4bn GDP boost in Italy following their victory, the hospitality
sectors in both economies were standout winners. Meanwhile, Richard Branson was truly on top of the world with
the world’s first commercial trip to space with Virgin Galactic.

As we enter July, the second half of the year is unlikely to match the first half’s achievements that included the
strong 17% increase in the S&P 500, which rose for a fifth straight month in June. Equities have set new all-time
highs in the US and Europe but have recently been subdued owing to growth fears and the spread of Covid’s Delta
variant. The equities of Covid-impacted companies have been struggling again, with the STOXX 600 travel and leisure
index remaining on track for a 3rd consecutive monthly decline. Oil remains one of the top performing markets this
year despite falling in July after discussions between the OPEC and the UAE resulted in the approval of increased

supply.

Bond market movements have been interesting recently. In theory bond yields should rise as inflation increases,
but this week, as US inflation rose to 5.4% year-on-year (up 0.9% in June), US 10-year yields fell to 1.30%, from
1.47% at the close of June. The marvel of this bond market behaviour reflects investors’ beliefs that the current
inflation is transitory.

Higher inflation may mean that loose monetary policies are gradually tightened, but this will only happen very
slowly, as members of the Federal Open Market Committee (FOMC) have conflicting views on inflation risks. Fed
Chair Powell emphasises that labour markets are nowhere near recovered and supply chain bottlenecks will soon
unwind. The expected average inflation for the US over the next 10 years, based on market pricing, is 2.34%, up
from 1.55% a year ago.
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Equity market prices had a mixed reaction to the decline in bond yields: lower yields should improve the relative
attraction of equities. However, the implied slowdown could damage earnings growth. Most major markets ended
the fortnight up slightly but dipped materially on the 7th and 8th, around the time the increase in inflation was
announced. The STOXX 600 fell 1.70%, with the CAC 40 down 2.00%, the US fall was smaller with the S&P 500 down
0.86%. Banks performed worst, as yield curves flattened. This growing anxiety around growth prospects hit most
cyclical and Covid-sensitive assets the hardest.

Turning to central banks, the European Central Bank (“ECB”) strategy meeting resulted in a new “symmetric 2%
inflation target” over the medium term instead of “below, but close to, 2%”. This is not the same as the Fed’s flexible
average inflation targeting policy, but it does give the ECB the flexibility to keep monetary policy looser as inflation
increases.

Most major economies are beginning to benefit from vaccination programmes though there is still plenty of
inconsistency across rollouts. The UK is easing nearly all Covid-related restrictions from Monday 19th July despite
an increase in cases whilst in Japan, where infections are at lower levels, it has been decided that there will be no
spectators at the Olympics. Eyes worldwide will be on the UK’s hospitalisation rates as we test the waters of
normality.

Economic Updates

In China, GDP growth has been slower than the 8.1% expected, at 7.9% for the year to the end of Q2 2021 probably
owing to higher raw material costs and virus outbreaks. There was also evidence of the housing market cooling off
which is a big driver in the economy. The People’s Bank of China reduced the required reserve ratio for banks and
spoke about other easings to support growth; something that might seem bizarre to European investors dreaming
of these levels of growth. June consumer prices (inflation) in China underperformed expectations, at 1.1% year-on-
year.

In Germany, numbers were mainly dreary. Although, the German Manufacturing Purchasing Managers Index
(“PMI”) was higher than forecast, factory orders were down 3.7% in May and industrial production fell, against an
expected increase, whilst retail sales and the Services PMI underperformed forecasts. In the wider Eurozone
however, data was more positive. Retail sales, along with all major PMlIs outperformed expectations, as well as
seeing unemployment falling to 7.9%, versus 8% expected. In the UK, all PMlIs for June were above 60 (>50 is
expansionary) and only manufacturing underperformed expectations. Inflation, as measured by consumer prices
showed a 2.5% year-on-year increase.
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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 LLP is regulated by the US SEC under firm number
162512. 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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