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Tactical Positioning

Exposure to global equities continues to pay off with prices in August boosted by reaffirmation by the US Federal
Reserve that they do not intend to raise interest rates in the foreseeable future. After a solid stock market rise, it
would be easy to move into a ‘profit taking’ mindset, but 2021 is turning out to be a year of significant earnings
growth which helps to justify the market increase. Although the pandemic saw a rapid move by companies to cut
costs, they have been very cautious about adding costs back as the world unlocks and demand recovers. This has
led to turbo-charged corporate earnings with forecast growth of 42% in the US in 2021 and 63% in Europe. Margins
have also improved significantly. History shows that in periods when growth forecasts for corporate earnings are
being continually upgraded, as they are now, equity markets tend to perform well.

Market Moves

Equities (incl. Dividends)

31-Aug-21 World ($)  US ($) Europe! (€) UK (£) Japan(¥) EM(S) Asia (S)
Last 2 Weeks 0.8% 1.3% -1.0% -1.1% 0.4% 2.3% 1.5%
August 2.5% 3.0% 2.2% 2.1% 3.0% 2.6% 2.2%
Year to Date 15.9% 21.6% 20.1% 13.3% 3.2% 2.8% 2.0%
| Govt

Com? (S) Gold ($) WTIQil ($) EUR GB JPY UST 10Y3
Last 2 Weeks 0.9% 1.9% 0.1% 0.1% -0.8% -0.4% 3bps
August -0.3% 0.0% -7.4% -0.5% -1.1% -0.3% 9bps
Year to Date 23.0% -4.5% 41.2% -3.3% 0.6% -6.1% 40bps

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

The situation in Afghanistan and the resulting geopolitical tensions contrast with positive sentiments surrounding
the Tokyo Paralympic Games. As far as markets are concerned, the key developments for investors have been the
spread of Covid’s Delta variant, which plateaued at the end of August, and Federal Reserve Chairman Jerome
Powell’s speech at the Jackson Hole Economic Symposium conference.

The week commencing August 16" had investors stuck in ‘risk-off mode, whereby riskier assets (equities and
commodities) moved down, and safer assets (Treasuries and the US dollar) moved up. The reason was
predominantly data releases implying the slowdown of China’s economy and the spread of the Delta variant (which
saw New Zealand go into lockdown over one case). It was also owing to concerns relating to the US Federal Reserve’s
stance on tapering. Investors had reason to be concerned because, on the 18th, the Federal Open Market
Committee meeting minutes revealed that most officials supported the tapering (or reducing) of bond purchases
(i.e. a reduction in economic support) by the end of this year. Investors were naturally concerned that this might be
followed by an increase in the bank deposit rate.

By Friday 20th the S&P 500 was down -0.6%, Nikkei -3.4%, Euro Stoxx -1.5%, MSCI World -1.4%, and MSCI Emerging
Markets -4.7%. The dollar rose significantly versus most major currencies and oil fell nearly 9%. US 10-year inflation
expectations went down from 2.38% to 2.26%.
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In Powell’s subsequent Jackson Hole speech he made it clear that although such tapering of asset purchases may
begin this year, he emphasised that tapering does not mean interest rate hikes are around the corner and that policy
makers will not react to what he sees as only transitory inflation pressures.

As September approached, headlines switched to Afghanistan. The August 31 deadline for the supported evacuation
held firm, and over 100,000 people were evacuated despite explosions outside Kabul’s airport killing at least 100,
claimed by ISIS. The crisis dampened investor sentiment but the impact on market prices was minimal.

Equity markets moved up in the last week of the month supported by a variety of factors: The Peoples Bank of China
stated that they aimed to improve credit support for the real economy; COVID cases plateaued; there was positive
vaccine news from Pfizer/Biontech which has received full FDA approval and positive indications from the US House
of Representatives on the Democrats’ plans for more fiscal spending. This backdrop of continued support through
loose monetary policies continues to please markets. August closed with most equity markets up after a seven-
month advance. The S&P 500 and the Euro STOXX 600 are both up by over 20% this year, although European equites
were slightly lower over the fortnight. Gold was flat for the month and oil slumped, posting the biggest monthly
decline this year.

The US corporate earnings season came to an end with over 86% of companies reporting earnings ahead of
expectations with the highest earnings per share figures since late 2019. Cyclical stocks outperformed the market
as they benefited from a stimulus fuelled economic recovery and there was no sign of margin erosion from increased
input costs, although this is likely to filter through at some point.

Economic Updates

From the Euro area, inflation for August significantly exceeded expectations at 3.0% (the highest since November
2011). The unemployment level in Germany fell 0.1% to 5.5% and the Purchasing Managers’ Surveys (“PMI”) were
strong at over 60, albeit slightly lower than forecast. Eurozone PMIs slightly underperformed too but also hovered
around 60. The pace of growth in both the manufacturing and services sectors fell slightly from the preceding month
but remained strong relative to historical levels. In the UK retail sales underperformed, but employment showed
resilience with unemployment falling 0.1% to 4.7%.

In the US, the labour market is strengthening but is at risk of stalling on the Delta variant spreading. Jobless claims
were slightly better than expectations at 358k but were a little higher than the previous two weeks’ 353k and 349k
readings.

In China, sentiment was knocked by weaker-than-expected August PMIs (indicating a slowdown in growth). Non-

manufacturing PMI was below 50 (contraction) at 47.5. The manufacturing reading was 50.1 and the composite PMI
was at 48.9. This is China’s first sub-50 aggregate PMI print since February 2020.

JONATHAN BELL
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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.

Stanhope Capital



