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GLOBAL EQUITIES — 3@ Quarter 2020

World equity markets continued their recovery in the third quarter from their Virus Crisis
nightmare. The MSCI World Index (including Emerging Markets and dividends) appreciated by
a further +8.1% (USS terms, +3.7% UKE terms) over the quarter. This brought the index over
the nine months to +1.4% (USS terms, +4.1% UKE terms).

Investors’ nerves were somewhat calmed by the second quarter earnings season. Results
were generally dismal in absolute terms, with sales for the S&P 500 constituents dropping by
double digits and bottom line earnings evaporating. However, about two thirds of the
constituents declared better sales than the feared consensus numbers, with 85% declaring
better than expected earnings. Analysts continued revising their projections for next year
further upwards (almost +10% over the quarter alone), supporting investor sentiment.

The third quarter traditionally delivers the weakest stock market performance in the year. US
election years usually experience even more uncertainties and stock market volatility in the
months immediately preceding the election. This year has been no exception. Furthermore,
many northern hemisphere economies are currently at a critical juncture in their battle with
Coronavirus. Investors understandably are concerned about the outlook as we head into the
winter season, but we would guard against too much pessimism. Our constructive stance is
not based on particular optimism, but rather on a view of a continuing slow economic
recovery, supporting stronger than expected earnings growth for many important businesses.

Many (if not most) businesses have cut costs to the bone during the Virus Crisis. We believe
they will continue to be very cautious in accepting back all of those manageable costs as the
economy recovers. Along with this, commodity and especially energy prices are low, saving
many businesses large amounts in material and logistics costs. Further to this, finance costs
are at historic lows currently, and are expected to remain as such for some time to come.

We will not be surprised to see more of the same investor surprise factor when the third
guarter earnings season starts in the second half of this month. Then, going further forward,
it may turn out that the operational gearing and margin recovery themes mentioned above
start playing a larger role in earnings recovering than the economy does. The market usually
reacts favourably to margin expansion and positive surprises.

We are grateful for all your support.

With best wishes.

Gerrit Smit, Partner — Head of Equity Management

Stonehage Fleming Investment Management Limited
15 Suffolk Street London SW1Y 4HG United Kingdom
t:+44 20 7087 0000 f:+44 20 7087 0001 e:enquiries(@stonehagefleming.com

stonehagefleming.com



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

3. 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.

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

5. 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”).

6. 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.

7. 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.

8. The material contained in this document is not to be regarded as an offer to buy or sell or the
solicitation of any offer to buy or sell securities in any jurisdiction where such an offer or
solicitation is against the law, or to anyone to whom it is unlawful to make such an offer or
solicitation, or if the person making the offer or solicitation is not qualified to do so. The
information on this document does not constitute legal, tax, or investment advice. You must
not, therefore, rely on the content of this document when making any investment decisions.

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

This communication has been approved for distribution in South Africa and those countries of the EEA
where distribution is permitted by:

Stonehage Fleming Investment Management Limited
15 Suffolk Street
London SW1Y 4HG

Stonehage Fleming Investment Management Limited is authorised and regulated by the Financial

Conduct Authority and registered with the Financial Sector Conduct Authority (South Africa) as a
Financial Services Provider (“FSP”) FSP No: 46194.
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