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Tactical Positioning

As we discuss below, price volatility continues in many asset classes, however we sense that equity markets may
already have reached a floor, with most indices standing above the level when the invasion of Ukraine began.
Equally, the sharp fall in commodity prices in the last few days suggests that some of the more extreme market
reactions driven by speculative financial activity rather than user demand may also be easing. Although there are
many possible outcomes from the current situation, markets initially moved to discount a relatively bearish
scenario. As is often the case when it comes to geo-political developments, the outcome may not be as bad as our
worst fears and as investors get to understand the implications of the war for the global economy for 2022, we
would anticipate that volatility will reduce, and equity prices could recover further.

Market Moves

Equities (incl. Dividends)

15-Mar-22 World () US(S) Europe'(€) UK(E) Japan(¥) EM(S) Asia (S)
Month to Date -4.3% -2.4% -3.5% -3.1% -4.5% -10.2% -10.9%
Year to Date -11.4% -10.3% -10.7% -1.5% -12.1% -14.1% -15.8%
Soovt |
com?($) Gold ($) WTIOil () EUR JPY UST 10Y3
Month to Date 3.9% 1.3% 0.8% -2.3% -2.8% -2.8% 32bps
Year to Date 19.3% 5.9% 25.3% -3.6% -3.6% -2.7% 63bps

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

The war in Ukraine causes financial market volatility

The war in Ukraine continues to preoccupy markets, most notably in the wild price movements seen in equities,
currencies and commodities but also from a policy perspective. Qil continued its upward march towards the start
of the fortnight over concerns of sanctions being placed on Russia by the US and EU. Brent crude peaked at an intra-
day high of $137 a barrel but has since fallen back dramatically to $100 after supply side worries were alleviated
with news that the US is considering lifting sanctions on Iran in order to be able to buy their oil. Gas prices in Europe
were even more volatile, with Dutch gas futures prices rising more than 300% to €227 per megawatt-hour before
falling to €115 by the end of the fortnight. The other commodity subject to wild fluctuations was wheat, which rose
more than 40% on fears that the supply from Russia and Ukraine, which produce just under a third of the world’s
supply, will be disrupted by the war. In the metals market a Chinese business was forced to buy back huge quantities
of nickel after prices rose. The forced buying saw prices rise more than 250% to over $100,000/tonne in two days
and led to the closure of trading on the London Metals Exchange, one of many unprecedented events witnessed in
recent years.

COVID cases on the increase in China

Russian sovereign debt was downgraded to C grade by Fitch, and they commented that default was ‘imminent’.
Reports from US government sources that Russia had requested military and financial support from China were a
contributing factor to falls in Chinese markets which were also under pressure from new coronavirus related
lockdowns for 17.5m people in Shenzhen and work from home orders for workers in Shanghai’s financial district.

Higher fuel prices can be deflationary
As highlighted in the last bulletin any prolonged period of high prices in commodities will have a dampening effect
on growth as a greater proportion of spending has to be allocated towards fuel and food. Energy intensive industries

Stanhope Capital




Stanhope Capital Fortnightly Bulletin 2

are also vulnerable, and we are already seeing some companies in Europe close because high electricity prices make
production unprofitable: in this instance a Czech cyanide manufacturer for the gold mining industry.

How Europe’s Russian gas imports could be reduced

W Gas to coal switching

W Energy efficiency
New renewables
Jiomethane

B Non-Russian pipelines

W LNGimports

EU's plan Additional options

Source: The Wall Street Journal

Interest rates on the increase

Monetary policy is tightening in response to higher inflation and this could act as another brake on growth. The ECB
announced their intent to reduce the Asset Purchase Programme at a faster rate than had been predicted by the
market, bringing the COVID era asset purchasing to an end by the third quarter of this year. Yesterday, as widely
anticipated, the Federal Reserve announced a 0.25% rise in interest rates, the first increase since 2018. Had the war
in Ukraine not happened the rate rise could have been 0.5%. This is highly likely to be the first of a number of interest
rate increases this year that will see rates rise to between 1.5% and 1.75% by year end.

Economic Updates

The US consumer price index (“CPI”) rose 7.9% year-on-year, the highest for 40 years. Core inflation (excluding food
and energy) rose 6.4% which was also a record since 1982. The economy added 678,000 jobs in February bringing
the unemployment rate down to 3.8%.

In Europe, the European Central Bank upgraded their inflation forecast for 2022 to 5.1% (up from 3.2% in December)
and next year was upgraded to 2.1% from 1.8%. Flash Euro Area CPl was 5.8% for February, also a record since the
formation of the euro. Unemployment in the area fell to 6.8% in January, a record low since the formation of the
single currency and German industrial production growth of 2.7% for January was well above expectations of 0.5%

In Asia, Japan producer price inflation had a reading of 9.3% year-on-year beating expectations of 8.6% and
recording a four decade high. China’s Producer Prices Index measuring manufacturing inflation was 8.8% year-on-
year, while consumer inflation was much weaker at 0.9%.

China announced a 5.5% growth target for 2022 which Deutsche bank economists think will require government

stimulus to be reached. China’s Caixin services PMI (Purchasing Managers Index) saw a 6 month low of 50.2 which
indicates a slight expansion (above 50 denotes expansion, below 50 contraction).

JONATHAN BELL, IVO COULSON, ROB CHAMBERS 15* March 2022
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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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