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Tactical Positioning
Over the last 2 weeks, equity market volatility seems to have partially subsided as investors hope that higher
interest rates may only be a short-term measure to dampen demand. Certainly, the recent falls in commodity
prices suggest that inflation levels may be headed lower by the end of the Summer. In terms of positioning, growth
style equities have taken a lead in the last 4 weeks sensing that bond yields may have peaked. However, for this
trend to continue, the current corporate earnings reporting season needs to avoid nasty shocks and the Federal
Reserve’s (“Fed”) rate fixing meeting at the end of July needs to show policy clarity. Any hint that the Fed does not
need to be so hawkish on interest rate policy by the end of 2022 would be taken as good news by markets, but
risks of a hard landing remain. In terms of portfolio strategy we remain pragmatic but are sensing that equity
markets appear to be consolidating at current levels which makes us reticent to reduce risk.
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€/$ parity
The euro fell below parity with the US dollar for the first time in two decades as fears of a recession in Europe
intensified. The fall from $1.13 at the beginning of the year to $1 on Wednesday came amid fears that Russia may
cut off its already diminished supply of natural gas to Europe, potentially forcing energy rationing. This has
highlighted the widening differences between the economic prospects of the US and the eurozone, which is more
exposed to the fallout of the war in Ukraine. Bank of France Governor François Villeroy de Galhau, who also sits
on the ECB governing council, stated “It’s good news for activity as it supports exporters but unfortunately it raises
inflation”. This week’s planned rate move by the ECB would only bring the deposit rate to -0.25% which has led to
calls from within the ECB to start with a more forceful half-point step.
Yield curve inversion
Last week the yield on the benchmark 10-year US Treasury note fell below 3% and the yield on 2-year Treasuries
is now almost 0.2% above the yield on 10-year bonds, the widest premium since 2000. The higher shorter-term
yield reflects the anticipated Fed rate hikes, while the lower longer-term rates signal weaker expectations for
growth. Historically, this inversion of yields, with shorter dated bonds yielding more than longer dated has been a
reliable indicator of a recession occurring (on average) 15 months after the signal.
US inflation exceeds expectations
US inflation exceeded consensus expectations once again in June, with the consumer price index (“CPI”) rising
9.1% year-on-year. This is the fourth straight month that the headline annual figure topped estimates and it marks
the steepest rise in inflation in over 40 years, likely strengthening the Fed’s resolve to raise interest rates
aggressively which, in turn, will upend the economic expansion. The inflation numbers in parallel with June’s
strong employment report have led to a shift in market pricing for the July Fed meeting. The debate has moved
expectations for the likely increase in interest rates 25bps higher to either 75bps or 100 bps with markets currently
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pricing in a 50% probability to each outcome. Since June, commodity prices have fallen sharply with crude oil
(West Texas Intermediate) declining last week to its lowest level since the start of the Ukraine invasion, briefly
trading at $91. While this is a step towards lower inflation, it could take at least two to three months to gauge
whether headline and core CPI are on a downwards trajectory.
US Inflation

Source, The Daily Shot, US CPI YoY including topline contributors and Core CPI.

UK leadership race
Boris Johnson was forced to resign after losing the support of the bulk of Conservative MPs after nearly three
years at 10 Downing Street. Mass ministerial resignations, triggered by the exits of Health Secretary Sajid Javid
and Chancellor Rishi Sunak made it difficult for Johnson to appoint a new government. Despite initially rising on
the news, the pound continues to weaken against the dollar and is as low as it was in the immediate aftermath of
the Brexit vote. For the UK’s stock market, the weakening pound could prove to be a positive given that 75% of
the sales of the largest companies are outside the UK. Looking ahead, the outlook for UK policies and public
finances hinges on who Johnson’s replacement will be. Sunak is having to defend tax rises introduced during his
time as chancellor, including April's hike in National Insurance to pay for social care and the NHS. Another
candidate in the race, Penny Mordaunt, has said the limited tax cuts she advocated were not inflationary and
people now need help with the cost of living.

Economic Updates
In the US, retail sales rose 1.0% in June, slightly above the expected 0.8%, despite surging inflation and recently
weak consumer sentiment. Manufacturing production fell 0.5% in June, solidifying a decline for the second straight
month, implying a softening of demand. US Nonfarm payrolls were better than market forecasts adding 372K
payrolls in June.
China’s economy grew at the slowest pace since their first Covid-19 outbreak in 2020. The second quarter reading
of GDP fell short of its 1.0% year on year prediction, only reporting a 0.4% expansion in gross domestic product
reported for the three months to June. The strict Covid related lockdowns China imposed are a contributing factor
to the slow economic growth.
The German Manufacturing Purchasing Managers Index registered as expected at 52.0; however, German ZEW
economic sentiment tumbled to -53.8 in July from -28.0 in June. UK manufacturing fell to a two-year low of 52.8,
down from 54.6 in May, while UK GDP (YoY) surpassed expectations and rose to 3.5%.
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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.

