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Market Development

I

n June, the MSCI World Index (net returns in USD) progressed 4.64%, the Eurostoxx 50
(net returns in EUR) returned +0.61% whilst the S&P 500 also increased by 5.37%. The
Dollar Index (DXY Index) strengthened by 2.90% over the period whilst the generic 30Yr
Treasury yield decreased from 2.28% to 2.09% and the VIX continued its descent, down to
13.36 from 13.74 a month ago.
The key developments were centered around the Federal Reserve’s first, serious postCOVID attempt to officially prepare the market for a monetary policy normalisation - a
delicate exercise aiming to communicate long-term confidence without depleting the level
of support/confidence. With the “dot plots” now showing that certain Fed members are
expecting rate hikes by 2023, and others as early as 2022, Jay Powell’s delicately worded
press conference deserves praise as interest rates on 10 and 30Yr Treasuries came down,
supporting renewed strength, particularly in growth equities. This carefully prepared
message supports our opinion that the goals of central bankers, independent of the recent
noise, are quite clear:
Firstly, to support employment which has been structurally battered for years by significant
technological breakthroughs, and now cyclically by the pandemic. A delicate exercise if
one takes into account the recent IMF study, which supports the highly instinctive thesis
that economic disruptions, such as the one introduced by COVID, tend to accelerate
the adoption of technology. A fact which should not surprise Japanese industrial robot
manufacturers as they register record orders in 2021.
Secondly, to bring inflation dynamics back to a more familiar equilibrium, around 2% on a
permanent basis. In turn, this would enable interest rates to retain their roles, notably as a
macro policy tool, but also in building savings.
The 2009-2020 period has clearly shown how difficult it was to fulfill these two goals. It is
worth noting nonetheless, that the FED came very close to reaching this “El Dorado” in
2018 against the backdrop of significant fiscal stimulus under President Trump. A situation
that was abruptly interrupted by the turmoil in financial markets, which perceived Mr.
Powell’s rate hike as “too fast”.
This has lead central bankers to benefit from a common experience: that of the financial
systemic risk of 2008-2009, and of the structural deflationary winds (i.e. technological) post2009. This experience yielded a set of historic measures to battle against COVID in March
and April 2020, and in our opinion, will be the source of a very slow and very measured
exit from this special regime, without great danger for equities. Recent communications
from Mr. Powell, not to mention Ms. Lagarde, continue to support this view.
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Market Outlook
As we enter the second half of 2021, we remain positive for equity markets yet consider
three sources of relevant uncertainty:
The first and most obvious, the virus and its mutations: the “delta” variant. Responsible
for 90% of new infections in the United Kingdom, and it could soon reach the status of
the dominant variant in the US. Preliminary results seem to demonstrate the effectiveness
of current vaccines, and the vaccination rollout in developed countries could avoid a
resurgence of infections – but the risks remain. On the other hand, India and some South
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American countries, which suffer from a cruel lack of vaccine doses and whose economies
are still burdened, will certainly be slow to find respite, and the consequences could be felt
not only in human terms, but also in the long run in economic and social terms.

Ratings & Awards

Second, could the US’s recent moves on the tax front with the drafting of a minimal global
tax, in addition to the concentration of economic power of digital champions, lead to a
wait-and-see attitude in equity markets? After all, these markets are increasingly reliant on
continued earnings growth and results have been supported for years by the combination
of lower taxes and accretive acquisitions. The example of the merger between Aon and
Willis Tower, recently opposed by the US government, suggests that even in the unexciting
space of insurance brokerage, tolerance for oligopolies is diminishing with the new Biden
administration. Not to mention its expressed willingness to reverse Donald Trump’s tax
cuts.

Morningstar Sustainability Rating
Out of 2,460 Flexible Allocation
funds as of 30/04/2021. Based on
73.25% of AUM. Data is based on
long positions only.
See Awards Disclaimer on
last page.

Finally politics, which has been the catalyst for increased visibility in recent months with a
US election that was deemed economically and geopolitically satisfactory, could resurface
with major tensions continuing between the developed world and China, with the
economic challenges linked to COVID bogging down entire regions with as yet unknown
consequences – again, South America and India in particular come to mind.
Equity markets are particularly sensitive to the financial conditions provided by central
banks, the outlook for earnings growth and general uncertainty. It seems to us that after
the first half-year confirming the transition to a “post-COVID” world, strong results posted
by listed companies and clear messages from central bankers, investors have demonstrated
their serenity on the prospects of these first two points. We remain constructive on the
equity asset class in general, particularly in view of its relative value, but we will remain
vigilant – especially as our optimism, albeit measured, is now widely shared by the
market.
If these well-known uncertainties were to weigh more heavily on the market, entry points
for long-term investment opportunities could arise, which is why we are maintaining a
more balanced allocation today.

Portfolio Development
In terms of contribution, Microsoft (+0.16%), Apple (+0.14%), Moody’s (+0.11%) and Merck
(+0.11%) were the largest positive contributors, whilst Iberdrola (-0.10%), Aon (-0.10%) and
Arthur Gallagher (-0.06%) were the largest detractors.
Style rotation in favour of growth broadly supported certain companies held in the Fund,
the mega cap technology companies and other “high quality” businesses in sectors
such as professional services for example. The surprising FDA approval of Biogen’s
Alzheimer’s drug was also a likely reason behind the increased interest in the sector. On
the detractors’ side, government opposition to the merger between Aon and Willis Tower
pressured Insurance Broker stocks, whilst legislative initiatives in Spain, which could reduce
compensation to past renewables projects, impacted Iberdrola’s share price.
The Fund slightly reduced its net exposure to equities following profit taking on strongly
performing positions and reduced its put selling exposure, also on profit taking, given the
positive underlying performance and lower volatilities eroding some of the perceived risk/
reward.
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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 05/07/2021 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 2,460 Flexible Allocation funds as
of 30/04/2021. Based on 73.25% of AUM. Data is based on long positions
only. Historical Sustainability Score as of 31/03/2021. Sustainability Rating
as of 30/04/2021. Sustainalytics provides company-level analysis used in
the calculation of Morningstar’s Historical Sustainability Score.

Morningstar® Disclaimer - Morningstar is an independent provider of
investment analysis. The Morningstar rating is a quantitative assessment
of past performance that takes into account risk and inputted costs. It
does not take into account qualitative elements and is calculated on
the basis of a (mathematical) formula. The classes are categorised and
compared with similar funds in the asset class, based on their score and
they are awarded one to five stars. In each category the top 10% receive
5 stars, the next 22.5% 4 stars, the next 35% 3 stars, the next 22.5% 2
stars, and the last 10% 1 star. The rating is calculated monthly on the basis
of historical performance over 3, 5 and 10 years and does not take into
account the future performance.
© 2021 Morningstar, Inc. All rights reserved. The information contained
herein: (1) is proprietary to Morningstar and/or its content providers; (2)
may not be copied or distributed; and (3) is not warranted to be accurate,
complete, or timely. Neither Morningstar nor its content providers
are responsible for any damages or losses arising from any use of this
information. Morningstar Rating past performance is no guarantee of
future results. For more detailed information about Morningstar Rating,
including its methodology, please go to: http:// corporate.morningstar.
com.

Bloomberg® Disclaimer - 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 present. Such
information therefore is provided for reference purposes only, is subject to
change and should not be relied upon for an investment decision.

Morgan Stanley Capital Disclaimer - Copyright Morgan Stanley
Capital International, Inc. 2021. All Rights Reserved. Unpublished.
PROPRIETARY TO MORGAN STANLEY CAPITAL INTERNATIONAL INC.
Bloomberg Index Services Limited.

General Disclaimer - This marketing communication relates to E.I.
Sturdza Funds Plc (the “Company”) and its sub-fund the Sturdza Family
Fund (the “Fund”), an open-ended umbrella investment company with
variable capital and segregated liability between Funds incorporated with
limited liability in Ireland under the Companies Act 2014 with registration
number 461518 and established as an undertaking for collective investment
in transferable securities (UCITS) pursuant to the European Directive no
2009/65/EC as amended (the “UCITS directive”).
This communication is issued by E.I. Sturdza Funds plc, registered for
distribution in: Austria, Finland, France, Germany, Italy, Luxembourg,
Netherlands, Norway, Spain, Sweden, Switzerland and the United
Kingdom. The Fund has appointed E.I. Sturdza Strategic Management
Limited, as the investment manager and global distributor and is regulated
by the Guernsey Financial Services Commission and registered under
Company Number: 35985. E.I. Sturdza Strategic Management Limited’s
registered office address is 3rd Floor, Maison Trinity, Rue du Pre, St Peter
Port, Guernsey GY1 1LT. E.I. Sturdza Strategic Management Limited is part
of the Eric Sturdza Banking Group. E.I. Sturdza Strategic Management

Limited has appointed E.I. Sturdza Investments Limited as sub-distributor.
This document is approved for issue in the United Kingdom to professional
investors only 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. The information contained herein is estimated,
unaudited and may be subject to change.
This document is not intended for U.S Persons pursuant to Regulation S
of the Securities and Exchange Commission under the U.S. Securities Act
of 1933, as amended (https://www.sec.gov). The Fund presented in this
document is not registered under United States federal securities laws or
any other applicable law in the states, territories and possessions of the
United States of America. Consequently, it cannot be marketed directly or
indirectly in the United States (including its territories and possessions or
areas subject to its jurisdiction) and to or for the benefit of U.S. Persons.
This document is for information purposes only and does not constitute
a recommendation to buy, sell or otherwise apply for shares in the
Fund and any of the sub-funds, nor does it constitute investment, legal
or tax advice. The information contained in this document reflects the
opinion of E.I. Sturdza Strategic Management Limited and may change
without notice.The Fund is subject to tax laws and regulations of Ireland.
Depending on your home country of residence, this might have an
impact on your investment. In general, the tax treatment depends on the
individual circumstances of each potential investor and may be subject to
change in the future. E.I. Sturdza Strategic Management Limited has not
considered the suitability of investment against your individual needs and
risk tolerance. Any potential investor should assess the suitability of this
investment solution to his/her risk profile. Investment in the Fund is suitable
only for those persons and institutions for whom such investment does not
represent a complete investment program, who understand the degree
of risk involved (as detailed under the section headed “Risk Factors” in
the Prospectus and Supplement), can tolerate a high level of volatility and
believe that the investment is suitable based on the investment objectives
and financial needs. Please consult your financial and tax adviser.Investing
in the Fund and any other sub-funds involves risks including the possible
loss of capital. There can be no assurance that a sub-fund’s investment
objective will be achieved or that there will be a return on capital. The
value of an investment may go down as well as up and you may not get
back the amount you originally invested. Past performance and forecasts
are not reliable indicators of future results. Performance figures do not take
into account commissions, costs incurred on the issue and redemption, nor
local taxes. Please note that performance figures, reference benchmarks
and asset allocation are provided for information purposes only. Before
any investment decisions, you must read the Fund Prospectus, the relevant
KIIDs, the articles of incorporation as well as the annual and semi-annual
reports, to find out about the inherent risks, fees and conditions of the Fund.
These documents are available free of charge at www.ericsturdza.com as
well as share prices. Alternatively the Fund documents can be obtained by
emailing info@ericsturdza.com. The latest Prospectus is available in English
and the KIIDs are available in one of the local languages. KIIDs must be
made available to the subscriber prior to subscription.

Switzerland - The Fund is registered with the FINMA for public
distribution to Swiss non-qualified investors. The Swiss Representative and
Swiss Paying Agent are Banque Eric Sturdza SA, Rue du Rhône 112, P.O.Box
3024, CH-1211 Geneva 3. Copies of the Swiss Prospectus, Swiss KIIDs,
Swiss articles of association, Swiss annual and semi-annual reports may be
obtained free of charge in English and French at the Swiss representative or
at www.ericsturdza.com. Publication of subscription/redemption prices and
NAV: www.fundinfo.com

United Kingdom - The Fund is a Recognised fund in the United
Kingdom under the Financial Services and Markets Act 2000. This
document is a financial promotion and has been approved for the purposes
of Section 21 of the Financial Services and Markets Act 2000, by E.I.
Sturdza Strategic Management Limited, which is an Authorised Schedule
5 entity. UK regulation for the protection of retail clients in the UK and
the compensation available under the UK Financial Services Compensation
scheme does not apply in respect of any investment or services provided
by an overseas person. FE Fundinfo (UK) Ltd – Facilities Agent.
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