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TACTICAL POSITIONING

As suggested in our last Bulletin, markets have paused over the last two weeks and this may continue a little longer.
Where clients have above average levels of cash earmarked for investment, we suggest adding to equity and bond
exposure. The next US CPI report is due on February 13% for the month of January and the headline rate could dip
below 3%, possibly as low as 2.7% dragged down by weak energy prices in the last 4 weeks of 2023. Despite disruption
in the Red Sea, the oil price has barely moved in the last 2 weeks and broader markets remain sanguine that we are
unlikely to see a significant increase in fighting in the Middle East. Overall, there is a good chance that markets will
deliver more upside in the coming weeks helped by decent Q4 corporate results (currently underway) and lower
inflation data.

MARKET MOVES
Equities (incl. Dividends)
15-Jan-24 World (S) us (S) Europe! (€) UK (£) Japan(¥) EM(S) Asia (S)
Month to Date -0.3% 0.3% -0.5% -1.4% 6.6% -2.2% -2.6%
| Govt
COMZ?($) Gold($)  WTIOil ($) EUR UST 10Y3
Month to Date -0.5% -0.7% 1.4% -0.8% -0.3% -3.2% 6.0bps

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

Inflation insights

The Consumer Price Index (“CPI”) data is usually closely watched by investors as it is a lead indicator of future
central bank policy and acts as a score sheet as to the success of monetary policy in controlling or taming inflation.
Thursday’s CPI release in the US saw the headline figure surprise marginally to the upside (+3.4% on an annual
basis, compared with forecasts of +3.3%) and ‘core’ inflation, which excludes the volatile effects of food and energy
prices, also coming marginally ahead of forecasts with an annual reading of 3.9%, against a prediction of 3.8%. This
was slightly disappointing although Treasury yields fell on the day and having initially sold off equities managed to
regain most of their losses to finish flat on the day. The Federal Reserve (“FED”) still has some way to go to reach
its inflation target of 2%, but it seems to be heading in the right direction.

Market pricing points to the Federal Funds Rate (currently 5.25% - 5.50%) probably falling faster than the FED is
indicating. Despite Cleveland Federal Reserve President Loretta Mester indicating that March was “probably too
early” to start cutting rates, futures are currently pricing in an 83% chance, at the time of writing.

Shine bright like a Dimon

With Q4 earnings season getting underway in the US, JP Morgan announced an eyewatering and record-breaking
profit of $49bn for the year with its loan department profiting from 2023’s high interest rate environment. Despite
reporting a decline in fourth quarter profits, JP Morgan left its competitors in its wake, with the likes of Citigroup
announcing its worst quarter in 15 years owing to expansive job cuts, Bank of America seeing its profits shrink in
the final quarter of the year, and Goldman Sachs reporting its lowest annual profits in 4 years. JP Morgan CEO,
Jamie Dimon, said, “we remain confident in our ability to continue to deliver very healthy returns." The company’s
shares, which rose 26% in 2023, and recently touched an all-time high, moved up 2% on the news.
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Tokyo triumphs

Yen weakness, a flourishing export industry and strong investor optimism helped Japan’s leading index, post a
knockout performance of +31% in 2023, marking its best year in a decade. This flurry has continued into the first
two weeks of the new year and Japan’s stock market has outpaced all other major markets to reach fresh highs.
The market is now only around 10% below the levels it reached in 1989. However, if we adjust for the fall in the
yen last year the market slightly underperformed other markets in dollar terms.
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Bitcoin, a step towards the mainstream?

The US Securities and Exchange Commission (“SEC”) granted approval for a spot Bitcoin ETF over the fortnight, with
applications from well-known ETF issuers such as iShares, Wisdom Tree and Fidelity, all given the green light to
commence trading. This was a celebrated moment for the world’s largest cryptocurrency as the landmark decision
will increase the accessibility for both retail and institutional investors. After posting a return of 150% in 2023 alone,
its first day of spot ETF trading saw $4.6bn change hands. We remain cautious about cryptocurrencies as an asset
class, but the move to ETF trading is a positive step for crypto enthusiasts.

ECONOMIC UPDATES
After Thursday’s pedestrian CPI print, the US Producer Price Index (“PPI”) release, an inflation measure which looks
more closely at the change in prices from a commercial / wholesale level, came in below forecasts (whilst ‘core’

PPI remain unchanged), which crucially provides further oxygen to the argument that the FED can begin cutting
rates soon.

Initial jobless claims, a statistic which shows the number US individuals applying for unemployment insurance
benefits in the US, came in lower than anticipated at 202k versus an expected reading of 210k, the lowest reading
since October, showing the resilience of the US economy.
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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
(Suisse) SA is incorporated in Switzerland and is affiliated with SO-FIT,
the Supervisory Body for Financial Intermediaries & Trustees
authorised 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 Simplifiée” 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 fallsin 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
mpleteness of the Information and opinions therein. No members of
e 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.

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.

France

The amount that is reasonable to invest depends on the personal
circumstances of the Investor. To determine this, the Investor must
consider his personal and family situation, his personal assets, his
current and future needs, but also his aversion to risk. It is also strongly
recommended to sufficiently diversify your investments in order to
reduce the risks. Investors should inquire about this with their usual
advisers (legal, tax or accounting) before any investment.

The different risk profiles can be adapted according to the allocation
ranges by asset class agreed in the investment objectives defined with
the client.

The reports provided by Stanhope Capital regarding the management
of life insurance contracts are for information purpose only, this does not
replace the statement from the insurance company which remains the
only formal statement to be considered for audit, tax or other purposes.

Stanhope Capital Group



