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Market Development

I

n February, the MSCI World Index (in USD) saw an increase of 2.56% and the Euro Stoxx
50 (EUR Net Return) returned 4.54% whilst the S&P 500 also increased by 2.61%. The
Dollar Index (DXY Index) appreciated by 0.33% over the period, whilst the generic 30Yr
Treasury yield went from approximately 1.83% to 2.16% and the VIX Index decreased
slightly, to 27.95 from 33.09.
Following positive evidence of the effectiveness of vaccination campaigns (Israel, UK, etc),
more encouraging data regarding their ability to cover so-called “variants”, encouraging
economic data from the Eurozone (Q4 GDP growth beating expectations) and momentum
from Biden’s fiscal stimulus, markets continued their progression towards a normal state
of affairs more confidently during the month. For equities, this has meant supporting a
further revaluation of the worst hit sectors such as travel, hospitality, entertainment and
the like. For fixed-income, long-term assumptions have gradually shifted to allow for
mean-reversion in the path of inflation, with a notable steepening of yield curves. In turn,
a repricing of interest rates and inflation expectations injected volatility into some areas of
the equity markets, pressuring flows and multiples in the higher growth, “long-duration”
stocks complex, while encouraging the rotation to “value” across the board.
With the earnings season nearing a close, equity markets were able to digest another
quarter of strong results, even as uncertainty remains heavily underscored by management
teams in their 2021 guidance.
Following a significant reduction of the fixed income portfolio duration in December 2020,
further macroeconomic momentum, accompanied by upwards pressure on commodity
prices and a perceived change in market regime, led us to further adjust the overall
portfolio. In the first half of February we decided to cut the fixed-income portfolio’s
duration and dispose of the long-dated TIPS position at a significant profit - thereby
acting upon significantly normalised inflation expectations and increasing duration risk.
With hindsight, late February price movements validated our concerns of interest rate
risk spreading to equities and the loss of the diversification power of duration vis-à-vis
equities.

Market Outlook
We remain cautiously optimistic regarding equity market fundamentals as it pursues a
transition from a “Covid” to “post-Covid” world. An attractive asset class as a whole, the
current change in leadership calls for renewed caution around pockets of speculative, flowdriven stocks, some of which might prove fragile. While receding negative real rates can
provide a backdrop for relative multiple contraction, the 2013 “Taper Tantrum” experience
reminds us that visibility into a de-risked macroeconomic context and credibly benign
central banks could, on the contrary, have supported multiple expansions in the past. In a
timely demonstration of this fact, the Nasdaq almost recouped its entire 4% initial intraday
drawdown on 23rd February following Chairman Powell’s public comments regarding
maintaining stimulus and keeping long-term rates low. The lesson will likely be twopronged: the potential for volatility in growth stocks as this transition takes hold; and the
pro-active stance of the Fed and ECB to ensure a smoother path. At this time, we believe
the evolving narrative of the market will support an evolution from expanding valuations to
a healthier, earnings-growth-led performance in the medium term, and that this calls for a
balanced, quality-focused approach to equity markets.
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Investment Approach
An active and flexible
investment process, managing
a mixed asset investment
portfolio predominantly
comprised of equities and
fixed income investments.
Investing directly or indirectly,
between 51-81% in global
equities or equity related
instruments and between
20-49% in fixed income
instruments. Focusing on
strong growth companies that
the Investment Adviser deem
to be underappreciated by the
market, whilst fixed income
investments will be selected
based on global macro
economic analysis and
evaluation of central banks’
policies.
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To achieve capital appreciation
over the long term.
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Ratings & Awards

Portfolio Development
In terms of contribution, Aon Plc. (+0.19%), Global Payments (+0.18%), and Alphabet
(+0.18%) were the largest positive contributors whilst Thermo Fischer Scientific (-0.13%),
Apple (-0.12%), and Becton Dickinson (-0.12%) were the largest detractors.

Morningstar Sustainability Rating
Out of 2,073 Flexible Allocation
funds as of 31/01/2021. Based on
71.52% of AUM. Data is based on
long positions only.
See Awards Disclaimer below.

Important Information
The views and statements contained herein are those of Banque Eric
Sturdza SA in their capacity as Investment Advisers to the Funds as of
08/03/2021 and are based on internal research and modelling.

Warning
The contents of this document have neither been reviewed nor endorsed
by the Central Bank of Ireland or any other regulatory authority. If you
are in any doubt about any of the content of this document you should
obtain independent professional advice.

Awards Disclaimer
The Sturdza Family Fund received a 5 Globe Morningstar Sustainability
Award. Out of 2,073 Flexible Allocation funds as of 31/01/2021. Based
on 71.52% of AUM. Data is based on long positions only. Historical
Sustainability Score as of 31/12/2021. Sustainability Rating as of
31/01/2021. Sustainalytics provides company-level analysis used in the
calculation of Morningstar’s Historical Sustainability Score.

Bloomberg® Disclaimer
Bloomberg Index Services Limited. BLOOMBERG® is a trademark and
service mark of Bloomberg Finance L.P. and its affiliates (collectively
“Bloomberg”). BARCLAYS® is a trademark and service mark of Barclays
Bank Plc (collectively with its affiliates, “Barclays”), used under license.
Bloomberg or Bloomberg’s licensors, including Barclays, own all
proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg
nor Barclays approves or endorses this material, or guarantees the
accuracy or completeness of any information herein, or makes any
warranty, express or implied, as to the results to be obtained therefrom
and, to the maximum extent allowed by law, neither shall have any liability
or responsibility for injury or damages arising in connection therewith.
Data presented herein is obtained via Bloomberg PORT where stated.
Any such data is subject to change from the date of production of this
document. Such changes may impact upon comparative data between
the investment and benchmark presented. Such information therefore is
provided for reference purposes only, is subject to change and should
not be relied upon for an investment decision.

General Disclaimer – Applicable to UK Domiciled Recipients
This communication is issued in Guernsey by E.I. Sturdza Strategic
Management Limited which is regulated by the Guernsey Financial
Services Commission. Any investments or investment services mentioned
in this communication are not intended for retail customers. Consequently,
this communication is only made available to professional investors and
eligible counterparties and should not be relied upon by any person that
does not possess professional experience in relation to investments. If you
are in any doubt as to whether you possess suitable experience in relation
to investments please consult your financial adviser. Past performance
is no guarantee of future results. Under no circumstances should this
document be forwarded to anyone in the United Kingdom who is not a
professional client or eligible counterparty as defined by the Financial
Conduct Authority. For the purpose of distribution in the United Kingdom

this material has been issued by E.I. Sturdza Investments Limited, Claridge
House, 32 Davies Street, London, W1K 4ND which is an appointed
representative of Mirabella Advisers LLP which is authorised and regulated
by the Financial Conduct Authority. Further this communication is not an
offer or an invitation to purchase financial instruments but intended as
information. The information contained in this communication does not
represent a research report. E.I. Sturdza Strategic Management Limited
has not considered the suitability of investment against your individual
needs and risk tolerance. Shares in the Fund should only be purchased
by persons with professional experience and investors should refer to the
Fund Prospectus and/or KIID for detailed information about potential risks
involved in investing in financial instruments as well as the latest half yearly
report and unaudited accounts and/or annual report and audited accounts.
The information contained herein is estimated, unaudited, may be subject
to change and reflects the performance of the relevant fund offered by
E.I. Sturdza Strategic Management Limited during the period indicated.
Any opinions or estimates expressed herein are at the date of preparation
and are subject to change without notice; however no such opinions or
estimates constitute legal, investment, tax, or other advice. Individual
performance of the Fund may vary and historical data is not an indication
of future results. The value of the Fund and the income which may be
generated from it can go down as well as up and therefore investors must
be able to bear the risk of a substantial impairment or loss of their entire
investment. This document is intended for information purposes only and
is not intended as an offer or recommendation to buy, sell or otherwise
apply for shares in the Fund. E.I. Sturdza Strategic Management Limited,
3rd Floor, Frances House, Sir William Place, St Peter Port, Guernsey GY1
1GX. Part of the Eric Sturdza Banking Group. Company Registration
Number: 35985.

Disclaimer – Swiss Domiciled Recipients
E.I. Sturdza Funds Plc and its sub-funds are Irish funds authorized by the
Irish Central Bank. They are approved for distribution in Switzerland by
FINMA. The Swiss representative and paying agent is Banque Eric Sturdza
SA, rue du Rhône 112, 1204 Geneva / Switzerland. Investors should refer to
the fund prospectus and/or KIIDs for detailed information about potential
risks associated with investments in financial instruments as well as the
latest half yearly report and unaudited accounts and/or annual report and
audited accounts. The prospectus, KIIDs, Articles of association, semiannual and annual reports of E.I Sturdza Funds Plc can be obtained, free
of charge, at the seat of the Swiss representative, Banque Eric Sturdza SA.
The information contained herein is estimated, unaudited, may be subject
to change and reflect the performance of the relevant funds during the
period indicated. Any opinions or estimates expressed herein are at the
date of preparation and are subject to change without notice. No such
opinions or estimates constitute legal, investment, tax or other advice.
Individual performance of the funds may vary and historical data is not
an indication of future results. The value of the funds and the income
which may be generated from it can go down as well as up and therefore
investors must be able to bear the risks of a substantial impairment or loss
of their entire investments. Past performance is no guarantee of future
results. Performance data do not take into consideration commissions and
costs charged at the time of issuance and/or redemption of the shares. This
document is intended for information purposes only and is not intended
as an offer or recommendation to buy, sell, or otherwise apply for shares
in the funds.
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