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GLOBAL EQUITIES — 1% Quarter 2023

Equity investors enjoyed a strong first quarter. The MSCI World Index (including Emerging Markets and
dividends) grew by +7.3% (in USS terms, +5.1% in UKE terms)*. This builds further on the strong final
quarter of 2022, but another +14.4% (in USS terms, +5.2% in UKE terms)* is still required to recover
all the bear market losses.

This stock market recovery follows positive economic developments on important fundamental fronts.
Supply Constraint indices have dropped below pre-Pandemic levels, along with Shipping Container
indices. The main International Container Index is now 80% lower than the level a year ago. Delivery
times have again normalised. The UN Food Price Index peaked a year ago. The Qil price is almost a
quarter lower than a year ago*. New cars are starting to be offered on discounts. All of these contribute
towards the easing of inflation.

US headline inflation peaked nine months ago, dropping every month since then. It has already shed
a third of its peak level of 9.1%. The Federal Reserve (Fed)’s key inflation metric — PCE (Private
Consumer Expenditure) has followed suit and is currently almost a quarter lower than headline
inflation. It does not yet reflect symptoms of materially sticky inflation. US wage growth has moderated
to 4.6%, the same level as PCE. Huge layoffs in the tech sector and slowing job quit numbers may ease
further downward pressure on wage growth. Critically, general long-term inflation expectations
remain muted, and are currently at 2.3%*. It would appear that US inflation is getting under control.

The current mini banking crisis brought new and quite fundamental economic perspectives to the fore.
The US and Swiss central banks have acted very swiftly and firmly to address the risks that their
respective ‘bad apples’ caused. US banks have also been offered a mechanism by which to avoid the
crystallization of Bond losses. In addition to the banking calm that these actions brought (along with
the moderating inflation), US interest rates dropped materially (over 1% on the shorter end). Whilst
still in deep inverted territory, the yield curve has sharply steepened from -1.08% to -0.57%*. While
tighter lending standards may negatively affect the economy, the lower debt service costs can
compensate to some degree. The net effect of these is a positive shift towards risk appetite and equity
valuations.

World trade is currently declining marginally. The re-opening of the Chinese economy has happened
at an opportune time for the world’s second largest economy to support overall trade. The positive
effects of this important swing factor are yet to materialize.

All-in-all, we believe the combination of lower inflation and lower than expected interest rates can
absorb the effects of a dull economic outlook. We also believe that this macro theme has begun
shifting investor focus back to the Growth style of investing. Some of our high quality growth franchises
are already trading at new highs.

Thank you again for all your support.

With best wishes.

ﬂ/ﬁ :

Gerrit Smit
Partner — Head of Global Equity Management * Source : Bloomberg, April 2023
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RISK DISCLOSURE

1. This communication has been prepared for information only and is not intended for onward
distribution. It is neither an offer to sell, nor a solicitation to buy, any investments or services.
This communication does not constitute a personal recommendation and does not take into
account the individual financial circumstances, needs or objectives of the recipients.

2. Opinions expressed here are as of the date of publication and subject to change without
notice. Stonehage Fleming Investment Management shall not be responsible for any trading
decisions, damages, or other losses resulting from, or related to, the information, data,
analyses or opinions contained herein or their use, which do not constitute investment advice,
are provided as of the date written, are provided solely for informational purposes and
therefore are not an offer to buy or sell a security.

3. Allinvestments risk the loss of capital. No guarantee or representation is made that the funds
will achieve their investment objective.

4. The value of investments may go down as well as up and, for products designed to return
income, the distributions can also go down or up and you may not receive back the full value
of your initial investment.

5. Past performance should not be used as a guide to future performance.

6. The advice we provide will be based on and take into account a majority of product types and
not every single equivalent product within a given product category. As such, our advice is
restricted (as opposed to independent) as defined by the Financial Conduct Authority (“FCA”).

7. Changes in the rates of exchange between currencies may cause the value of investments to
go up or down in the reporting currency. Returns may increase or decrease as a result of
currency fluctuations. Values may also be affected by developments relating to controls and
restrictions on foreign currency remittance of proceeds of investments in a non-sterling
jurisdiction.

8. Whilst every effort is made to ensure that the information provided to clients is accurate and
up to date, some of the information may be rendered inaccurate by changes in applicable laws
and regulations. For example, the levels and bases of taxation may change.

In addition to the information provided by Stonehage Fleming Investment Management Limited you
may wish to consult an independent professional.
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