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Tactical Positioning

After an extremely difficult month which has witnessed a collapse in investor sentiment, ‘oversold’ indicators are
starting to flash in many equity markets. However, any rally may wait until the April US inflation data (CPI) is
released on 11" May. This is expected to show that year on year inflation comparisons are starting to improve,
helped by lower commodity prices over the last 6 weeks. We expect that the Federal Reserve will not raise rates
as fast as market participants expect as we move to the second half of the year if commodities weaken further. If
this becomes a reality, it should provide the oxygen equity markets need to sustain a recovery, whilst in the
meantime we are comfortable having reduced exposure to growth equities within portfolios.

Market Moves

Equities (incl. Dividends)

30-Apr-22 World ($)  US () Europe! (€) UK(£) Japan(¥) EM(S) Asia (S)
Last 2 Weeks -5.5% -5.9% -1.7% -0.7% -0.9% -4.2% -3.2%
April -8.1% -8.8% -0.8% 0.7% -3.5% -5.9% -4.9%
Year to Date -13.3% -13.0% -7.0% 4.1% -6.0% -12.7% -10.3%
~Govt |
COM?($) Gold($) WTIOil ($) EUR IPY UST 10Y3
Last 2 Weeks -3.3% -3.0% -2.1% -2.5% -3.7% -2.6% 11bps
April 3.3% -1.9% 4.4% -4.7% -4.3% -6.2% 60bps
Year to Date 28.1% 4.8% 36.0% -7.3% -7.1% -11.3% 142bps

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

Dollar domination

The current de facto global reserve currency continued its upward trajectory over the fortnight, reaching new
highs against the euro, pound and yen. The dollar index, which measures how the dollar is valued against a basket
of currencies, is set to reach its highest level in 20 years. The strong performance reflects the increasing interest
rate differential which looks set to continue as the Federal Reserve indicated this week that there is a high
probability of a 0.5% rate increase at the next rate Federal Open Market Committee meeting in May.

The war in Ukraine and global growth

The ongoing war in Ukraine is leading to lower growth forecasts and expectations of a fragmented global economy
for years to come. The IMF cut its global growth forecasts for 2022 to 3.6% down from the previous estimate of
4.4%. Growth projections for 2023 are similarly expected to slow to 3.6%. Exacerbating the gloomy picture in
Europe, Russia’s state-owned Gazprom shut off supplies of natural gas to Poland and Bulgaria after both countries
refused to pay in rubles. The decision puts further pressure on the European Commission, which previously had
imported just under half of all its natural gas from Russia, to find alternative sources and to become less dependent
on Moscow.

French election victory for Macron

The incumbent French President, Emmanuel Macron, won an historic second term, the first to do so in 20 years.
A decisive win against his far-right rival, Marine Le Pen, who, if victorious, vowed to impose a political programme
that would fundamentally change not only the country’s economy and society but the French constitution. It’s not
all plain sailing for Macron, however, who is facing the continued prospect of rising inflation which unexpectedly
reached new levels in April up 5.4% year on year. At the legislative elections next month, rivals of Macron will
accuse him of not doing enough to keep inflation under control.
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Musk you buy Twitter?

Shares in Twitter rose 5.7% on the news that Tesla founder, Elon Musk, came to an agreement to purchase the
social media site for approximately $44 billion, leading the way to the privatisation of the company. The acquisition
is likely to impact the social media environment for many years, with some prominent individuals already
denouncing the billionaire’s acquisition and stepping away from the platform. The company beat earnings
forecasts despite revenue falling below expectations and advised in light of the acquisition that they would not be
providing forward guidance. In other quarterly results, Netflix’s first drop in users in over a decade led to the stock
plummeting by 37% on the day. Conversely, Meta, reported strong subscriber numbers from its Facebook platform
with the number of active users growing to just shy of 2 billion during the first quarter. Amazon experienced its
slowest growth in over two decades reporting a slip of 3% in online sales in the first three months of the year
leading to the company’s stock price falling over 14%.

Supply chain backlog

In the last Bulletin, we discussed the re-emergence of COVID-19 in China and how its zero COVID policy will lead
to supply chain disruptions impacting growth locally and perhaps globally given that the country accounts for
roughly 12% of global trade. The emerging picture from Shanghai, where the lockdown entered its fourth week,
remains bleak with much of the city blocked off. Ships loitering in the city’s port, which is functioning in a limited
capacity, have increased significantly. Despite congestion often being worse at this time of the year, the chart
below paints a troubling picture, showing the steep increase in the number of ships waiting to load or discharge
in Shanghai.

Ships Waiting to Load or Discharge at Shanghai
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Economic Updates

Consumer sentiment in the US in April was 65.7 an increase of 9.8% from the 11 year low of 59.4 in March,
suggesting consumers believe that oil prices have begun to stabilise. In the housing market, homebuyers are
beginning to feel the effects of rising inflation and mortgage rates with sales of new and existing homes falling
again in April by 8.6% and 2.7% respectively, although housing starts unexpectedly increased by 0.3%.

Rising inflation continues to reverberate globally with headline inflation in the euro zone reaching 7.4% in April.
European Central Bank vice-president Luis de Guindos advised that the surge in inflation may be close to reaching
its peak and he expects to see the start of a decline later in the year.

JONATHAN BELL, IVO COULSON, GREIG MCDOUGALL

Stanhope Capital



Stanhope Capital Fortnightly Bulletin 3

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) SAis 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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