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Amidst elevated volatility, particularly in the bond market, financial markets gave up
about half of the gains of the previous month, as central banks kept their commitment
to bring inflation under control, despite evident signs of a slowing economy. The MSCI
world sold off by around 4%, as did the fixed income global aggregate benchmark. The
only oasis of peace was to be found in emerging market equities, which rose marginally
over the month.

Evidence of an economic slowdown, (recent lockdowns in China do not help), and
easing of inflation, continued to emerge in the US and Europe, as for example:

- Leading indicators such as the global composite PMI indicator hit a 22-months
low

- China’s Producer Prices Index sank to 2.3%, far off from the 13.5% high, printed
in October last year

- Commodities eased back: for example, wheat is at pre-war levels, copper is
back to February 2021 levels, crude oil is at its January level

- Congestion at ports is easing, amid an easing in demand, and an easing of
supply chain disruptions

- Shipping costs are falling fast: container shipping costs are back to spring 2021
levels, while *dry bulk freight rates are back down to 2020 levels

* What is a dry bulk commodity. Some examples of major dry bulk commodities include coal, iron ore and grain.
These major bulks account for nearly two-thirds of global dry bulk trade. Minor bulks include steel products, sugars,
cement, etc. and cover the remaining one-third of global dry bulk trade.

In the US, the Fed just released its ‘Beige Book’, which summarizes the economics
reports from its branches, confirming the easing of inflation: the report indicated that
price increases were moderating in nine of its 12 districts, as “lower fuel prices and
cooling overall demand alleviated cost pressures, especially freight shipping rates.”
The report also noted some declines in prices for steel, lumber, and copper.

In Europe, the moderation in inflation is also the result of the massive help by
governments: direct or indirect help to individuals and energy intensive companies is
estimated to be around EUR 500 billion so far this year, and that doesn’t fully include
the discussed plan of GBP 180 billion by the new UK government.

The global picture in the West is complicated by the fact that the ECB and the US Fed
are not combating the same type of inflation:

- In Europe inflation is supply driven
- Inthe US it is demand driven
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Furthermore, in Europe there are huge disparities: while Eurozone inflation stood at
9.1%, itis at 6.5% in France, 8.8% in Germany, and a whopping 24.8% in Estonia.

This is an equilibristic exercise for the central banks, and therefore the outcome is
increasingly binary for financial markets. Those who think that they will achieve a soft-
landing/shallow recession, expect the markets to rebound later in the year, those who
think that a recession is unavoidable see markets much lower. This is also reflected in
the forecasts of various investment banks, which range from 3000 to 4900 for the
S&P500.

As pointed out above, it looks like the worst in inflation, at least for the US, might be
behind us, while in Europe it will depend in part on the political response to the energy
crisis, while the ECB doesn’t appear to be ‘behind the curve’ anymore. In fact, the ECB
has adopted the same stance as the Swiss SNB, tying currency weakness to imported
inflation: this has provided at least a temporary floor to the Euro weakness.

As such, going forward, we believe that the focus of financial markets will move from
inflation to economic growth.

Good news for investors is that the Euro rates are no longer negative and offer a cash
alternative to investors: you can now place your cash at high quality banks at 1% for
three months, or 2% for one year.

The European gas market has been very volatile the last couple of weeks. The fact is
that liquidity in the main benchmark, the ICE Dutch TTF future, is running extremely
thin. One reason is trading margins being eaten up by price moves: Norwegian
energy group Equinor estimates that European (ex UK) energy companies need 1.5
trillion Euros to cover the cost of their exposure to soaring gas prices. Utilities often
sell power in advance to secure a certain price but must maintain a "minimum
margin" deposit in case of default before they supply the power. This has raced
higher with soaring energy prices triggered mainly by Russia slashing gas supplies to
Europe, leaving firms struggling to find cash. That has in turn squeezed liquidity in
the gas market, as companies do not have the liquidity to trade. This is the reason
why the European commission is looking to change the benchmark to which power
prices are tied. With storage at 90% at the EU level, will energy be rationed this
winter? Not all European countries are exposed to the same extent to Russian gas,
and until now European countries have shown an unprecedented ‘gas solidarity’.
Weather will also have a significant impact on demand, should the first months of
winter be significantly colder than average. The EU is moving incredibly fast
compared to past instances, and we therefore think that a solution might be
announced soon. Energy prices will continue to be either subsided or funded or
capped by the governments. Obviously, a combination of rationing and higher energy
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prices would put Europe into recession, how severe it may be is impossible to judge,
given that there are so many variables.

After reducing the equity drift in August back to neutral, and considering the rapidly
evolving situation, we decided to stay neutral in our equity allocation:

As mentioned above the outcome of the current situation is increasingly binary
On the inflation front in the US, expectations from both the consumer and
financial markets have been dropping: markets are now implying inflation below
2.5% one year out

Tensions around Taiwan appear to have at least momentarily subsided
Several European cyclical sectors are already priced for a recession. Also true:
several sectors in the US aren’t

The main central banks are no longer perceived to be ‘behind the curve’. (The
Bank of England is an exception)

Underwhelming equity positioning by retail investors, asset managers and
hedge funds

Markets are doing the job for the central banks: the 30-year US mortgage rate
is back above 6%, and the housing market has slowed down considerably
Downward earnings revision reached a peak in July. The corporate sector
benefits from nominal growth, and should be aided by peaking inflation and
receding oil and gas prices

Our own contrarian indicator last week moved into oversold territory
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POSITIONING

Overall Exposure

We are Neutral Equities, and Underweight Fixed Income, with a long Gold position,
fully USD hedged.

Equity: Neutral

Overweight Continental Europe, Neutral UK, Underweight US, Neutral Japan,
Overweight Asia ex Japan

Thematic Equities

Health Improving Technologies and Services, Asian Technology, European Family
Holdings, European COVID Recovery, the UN’s 17 Sustainable Development Goals,
Emerging Markets Healthcare

Fixed Income: Underweight

Underweight High Yield in EUR and USD. Overweight Investment Grade EUR and
USD Bonds, Underweight Sovereigns. Long US Municipal Infrastructure Bonds, Long
Hybrids & Long Asian Bonds.

Currencies: Portfolios are fully USD hedged
Commodities: Overweight
Long Gold
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MARKET OVERVIEW AS OF 31ST AUGUST 2022

EQUITIES (local ccies) Level 2021
MSCI WORLD 2627,32 ,38%
GERMANY DAX 12 834,96 5,79%
FRANCE CAC40 6 125,10 1,88%
UK FTSE100 7284,15 8,40%
BELGIUM BEL20 3585,84 1,86%
SWISS MARKET INDEX 10 855,03 3,73%
EUROPE EURO STOXX 50 3517,25 14,10%
US S&P500 3955,00 8,68%
NASDAQ 100 12 272,03 7,51%
RUSSELL 2000 1844,12 4,78%
JAPAN TOPIX 1963,16 2,77%
MSCI EMERGING 994,11 2,32%
BRAZIL IBOVESPA 109 523 1,93%
MEXICO MEXBOL 4491922 4,07%
RUSSIA MICEX 2400,08 1,88%
CHINACSI 300 4 563,77 3,51%
INDIA SENSEX 59 537,07 3,23%
KOREA KOSPI 2663,34 156%
HONG KONG HANG SENG 19 954,39 1,84%
AUSTRALIA ALL-SHARE 4.007,46 8,29%
SAUDI ARABIATADAWUL 12 283,33 3,19%

US: Sectors Level 2021
COMMUNICATION SVCS 184,44 21,57%
CONSUMER DISCRETIONARY  1221,06 24,43%
CONSUMER STAPLES 758,99 18,63%
ENERGY 611,80 54,35%
FINANCIALS 547,82 34,87%
HEALTH CARE 1451,16 26,13%
INDUSTRIALS 783,36 21,10%
INFORMATION TECHNOLOGY 2 364,72 34,52%
MATERIALS 473,30 27,28%
REAL ESTATE 261,64 46,14%
UTILITIES 375,93 17,67%

EUROPE: Sectors Lewel 5D 2021
BASIC MATERIALS 273662 -433%m 22,50%
CONSUMER GOODS 434175 -3,66%m 25,09%
CONSUMER SERVICES 1234,08 -4.87%m 22,44%
FINANCIALS 698,16 -1,65% 3 29,12%
HEALTH CARE 3252,38 -3,07%m 27,58%
INDUSTRIALS 2831,04 -430%mm 31,32%
OlL & GAS 1392,81 -4,03%m 26,63%
TECHNOLOGY 1237,65 5.77%m 38,92%
TELECOMS 587,80 -1,46%1 16124%
UTILITIES 1862,99 [-6:87%m 7,75%

WORLD: Styles Level 5D 2021
QUALITY 3151,59 [4.56%m 25,66%
MOMENTUM 3072,35 3:51%m 14,64%
VALUE 10 528,80 -3:30%m 21,94%
GROWTH 7290,68 [-4.58%m 21,18%
VOLATILITY 7 620,39 E381%m 21,77%
SIZE 7057,73 B46%m 18,02%
DIVIDEND 419175 E377%m 19,40%

FIXED INCOME Level 5D 2021
Pan-Euro 3-5 yrs IG 198,64 - 14%m -061%
Euro Aggregate 232,86 {1:23%m 5%
Pan-Euro HY Hedged Eur 370,86 -0,92%mm 3,46%
Global Inflation hedged EUR 250,78 -1 16%mm 4,66%
US Corp High Yield 2 264,90 5,28%
EMUSD Aggregate TR 1260,87 ~1765%
EM Aggregate TR Local Ccy 135,40 -1%59%
EUR Banks CoCo Tier 1 136,00 4,65%
EU GOVT HEDGED EUR 212,52 [=5:63%m g']%
Global Aggregate 2 554,99 1%

COMMODITIES Level 2021
GOLD 1711,04 -3,64%
COPPER 351,85 26,84%
OIL WTI 89,65 19:20% 55,01%
OIL BRENT 96,49 [=12:29%m 50,15%

CURRENCIES Rate 2021
EURUSD 1,0054
GBPUSD 1,1622 -1,01%
UsDJPY 138,96 ¥111,46%
USDCHF 0,9775 71 3,13%
AUDUSD 0,6842 -5,60%
USDRUB 60,99 L4 -11,08%
USDCNY 6,8904 L4 ¥115,28%
USDKRW 1106,85 L4 ¥114,22%
USDINR 79,46 L4 ¥119,15%
USDTRY 18,1948 ¥|78,81%
BITCOIN 20197 ¥1569,79%
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This document has been prepared by Apricus Finance SA. It is not intended for distribution, publication, or use in
any jurisdiction where such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity
to whom it would be unlawful to address such a document.

This document is provided for information purposes only and does not constitute an offer or a recommendation to
purchase or sell any security. It contains the opinions of Apricus Finance SA, as at the date of issue. These opinions
do not take into account individual investor circumstances, objectives, or needs. No representation is made that
any investment or strategy is suitable or appropriate to individual circumstances or that any investment or strategy
consti-tutes a personal recommendation to any investor. Each investor must make his/her own independent
decisions regarding any securities or financial instru-ments mentioned herein. Before entering into any transaction,
an investor should consider carefully the suitability of a transaction to his/her particular cir-cumstances and, where
necessary, obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax,
and accounting consequences.

The information and analysis contained herein are based on sources believed to be reliable. However Apricus
Finance SA does not guarantee the timeliness, accuracy, or completeness of the information contained in this
document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions
as well as the prices indicated may change without notice. This document may contain articles from other financial
sources. These sources are always mentioned when included.

Past performance is no guarantee of current or future returns, and the investor may receive back less than he
invested. The value of any investment in a currency other than the base currency of a portfolio is subject to foreign
exchange rate risk. These rates may fluctuate and adversely affect the value of the investment when it is realized
and converted back into the investor’s base currency. The liquidity of an investment is subject to supply and
demand. Some products may not have a well-established secondary market or in extreme market conditions may
be difficult to value, resulting in price volatility and making it difficult to obtain a price to dispose of the asset.

This document has been issued in Switzerland by Apricus Finance SA. Neither this document nor any copy thereof
may be sent, taken into, or distributed in the United States or given to any US person.
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