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Tactical Positioning

In our 15t July Bulletin, we commented that positive sentiment towards equity markets might moderate as trading
volumes decline and central bank announcements reduce over the holiday period. In the event, things have become
more lively recently as moves by Chinese authorities to limit the ability of companies to generate profits in the
education sector of the economy caused a pull-back in Asian markets with education and technology-related
companies taking much of the impact. We have a full weighting to the region and intend to keep exposure given
that growth remains robust and valuations comparatively attractive.

We enter August with evidence that corporate earnings in Europe and the USA are growing strongly and that
investors have been adding to their equity exposure, as reflected by record inflows into equity funds. As we have
highlighted previously, although the negative economic impact of Covid-19 has started to reduce, a short term pause
in the rise in equity prices at around current levels would not surprise us.

Market Moves

Equities (incl. Dividends)

31-Jul-21 World ($) us ($) Europe! (€) UK(£) Japan(¥) EM(S) Asia ($)
Last 2 Weeks 0.1% 0.8% 1.3% 0.3% -3.5% -5.1% -5.1%
July 0.7% 2.4% 2.1% 0.1% -5.2% -6.7% -6.6%
Year to Date 13.1% 18.0% 17.5% 11.0%  0.2% 0.2% -0.2%
" cove |

COM2($) Gold($)  WTIOil ($) EUR UST 10Y3
Last 2 Weeks 2.3% -0.8% 3.2% 0.5% 0.5% 0.2% -8bps
July 1.8% 2.5% 0.7% 0.1% 0.5% 1.3% -25bps
Year to Date 23.4% -4.4% 52.4% -2.8% 1.7% -5.8% 31bps

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

Despite increased numbers of Covid-19 cases in all G7 countries, except the UK, and a significant setback in Asian
equities, the MSCI World equity index finished the fortnight just off its all-time high, supported by comments from
Federal Reserve chairman Jerome Powell and strong corporate earnings.

In the US both monetary policy and fiscal policy remains supportive of the economy. Powell announced that the
Federal Open Markets Committee (“FOMC”) had voted unanimously to keep interest rates unchanged and to
maintain asset purchases at $120bn a month. He said they had taken a “first deep dive” into how to taper asset
purchases but had not decided how to do this. On the fiscal side, prior to the end of the fortnight hopes were high
that Congress would be able to agree a boost to spending in the form of the infrastructure bill and just after the
month end, in a rare Sunday session, Senators unveiled a bill committing to $1.2 trillion of infrastructure spending
over eight years.

In Europe monetary policy also remains supportive. The European Central Bank announced that it expects interest
rates to remain “at their present or lower levels until it sees inflation reaching two per cent well ahead of the end
of its projection horizon and durably for the rest of the projection horizon”.
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In an attempt to reduce vaccination hesitancy in the US, President Biden called on state and local governments to
offer residents $100 to get vaccinated. This came on the back of data from the Centers for Disease Control and
Prevention (“CDC”) that the Delta variant now represents 83% of all Covid-19 cases in the country. In France,
President Macron’s announcement that ‘health passes’ would be required to go out to bars and restaurants saw a
record 880,000 vaccines administered in one day, leading to vaccination rates twice as high as those in Germany
and Italy.

Increasingly investors have become concerned that the Chinese government is adopting a tougher approach to
regulating companies as evidenced by the difficulty that Alibaba, its leader Jack Ma and its Ant Financial subsidiary
have had over the latter’s plans to list on the stock market. During the fortnight, Chinese regulators issued stringent
new regulations for the private education industry. The rules include requiring tutoring and education services firms
to become non-profit organisations, banned core-curriculum tutoring during weekends and vacations, and forbade
the hiring of foreigners outside of China to teach remotely. This led the Hang Seng Technology index to fall around
16% over three days. Subsequent to this, officials tried to calm market concerns by commenting that these
restrictions were related to the education sector and did not reflect a wider regulatory crackdown, resulting in a
partial recovery in the market. At the end of the fortnight, however, the Hang Seng Technology index remains down
38% from its peak earlier in the year.

The White House joined the EU in accusing groups associated with the Chinese government of cyberattacks on the
Microsoft Exchange, in addition to numerous “malicious cyber activities” carried out by Beijing’s leadership.

Economic Updates

The International Monetary Fund reiterated its 2021 global growth forecast of 6.0% in its World Economic Outlook
update and upgraded its forecast for growth in 2022 to 4.9% from 4.4% previously.

In the US, after achieving an annualised rate of growth of 6.5%, inflation adjusted GDP has now surpassed the pre-
Covid-19 peak in the second quarter of the year. In the eurozone, GDP grew by a less impressive 2% in the second
quarter with Germany growing by 1.5%. Meanwhile, core inflation in the Euro Area increased to 0.7% month-on-
month bringing the year-on-year headline number to 2.2%, slightly higher than had been expected.

OPEC and its allies came to an agreement to increase oil production that led to a significant one-day slump in oil
prices with prices down around 7% in a day, the worst daily performance since March. However, this move was
short-lived and prices ended the fortnight higher. Commodity prices as a whole were also higher with Bloomberg’s
Commodity Spot index hitting its highest level in over a decade. Coffee drinkers may want to stock up given the 14%
increase in coffee futures over the fortnight as frost impacted the harvest in Brazil.

US initial jobless claims for the week to July 24 fell by less-than-expected at 400k whilst in Europe, German
unemployment fell by 91k in July, which resulted in the unemployment rate hitting a post-pandemic low of 5.7%.

JONATHAN BELL
IVO COULSON
ROB CHAMBERS

31 July 2021
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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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