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Private equity is now regarded as a well‐respected and fully‐fledged asset
class. Our feature ar cle this quarter gives a brief overview.



The typical private equity cycle has three phases – pre‐investment building
rela onships, ownership involving strategic management and opera onal
input and exit via private sale or stock market flota on.








The advantages are poten ally higher returns and lower correla ons com‐
pared with tradi onal asset classes as well as the ability to access invest‐
ment opportuni es not otherwise available.
The disadvantages are the diﬃcult decision of manager selec on and the
illiquidity of direct investment or the discount to NAV of listed investment.
There are essen ally four ways to invest – direct Investment in individual
funds, indirect investment via fund of funds, exchange traded funds (ETFs)
and listed private equity funds.
In the Macro View, US growth was slow in the first half but has picked up to
around a 2%‐3% annual pace; the Euro Area recovery is slow but steady;
Japan has had a stop‐start economy since the financial crisis.
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Economic Highlights
 G7 economy is forecast to
grow by just 1.5% next year
 Despite Brexit vote, the UK
could grow 0.3% qoq in Q3
 France, Germany and Italy
have core inflation below 1%



Brexit was the poli cal story of the third quarter but the economic impact
has been much less than feared … so far.

 Bank of Japan caps 10yr JGB
yield at zero but the Fed set
to raise rates by 25bps in Dec



The US Fed is likely to raise rates by 25 bps in December while the Bank of
Japan is capping the ten year JGB yield at zero, the ECB will con nue to pur‐
chase €80bn a month of bonds and the Bank of England cut rates by 25 bps.

Contact Details





During the quarter ahead, three risks stand out – a No vote in an Italian ref‐
erendum, a Trump win in the US presiden al elec on and a Fed rate rise.
In the Investment Outlook, we argue that markets were ruled in the third
quarter by the a ermath of the UK’s decision to leave the EU.
A er recent weakness in government bonds, investors should consider buy‐
ing US Treasuries if the 10yr yield approaches 2% and gilts at around 1.25%.
We expect index‐linked to outperform conven onal bonds.



Corporate earnings in the US are star ng to turn upwards but the equity
market is expensive while in Europe, Japan and emerging markets valua ons
are be er but prospects are weaker.



If be er than expected economic news con nues and UK interest rates and
sterling remain low, then UK equi es should be able to move higher.
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Key Issues in Charts
Sterling hits 31‐year low versus the US dollar


A er a “flash crash” on Friday 7th October, the pound
briefly reached a new low of $1.1491 against the dollar,
according to Reuters.



The pound fell by over 10% a er the vote to leave the
EU but then traded steadily in a $1.28‐$1.35 range
during the third quarter before fresh ji ers set in.



For the record the previous low was $1.0520 on 26th
February 1985.



This year’s elec on between Hillary Clinton (Democrat)
and Donald Trump (Republican) has been perhaps the
most ill‐tempered in history.



The voters go to the polls on Tuesday 8th November to
elect the 45th President of the United States.



At the me of wri ng, a er two televised debates and
a damaging video leak, Clinton leads Trump by 48.0 to
41.8 in one respected average of polls.

UK equity performance less impressive in a neutral currency



UK equi es appear to have had a great year, up over
14% so far this year as at 12th October close



However, this strong performance is partly illusory. In a
neutral currency such as the US dollar, the market was
down 5%.



Compared with other major markets, the FTSE All Share
has underperformed the S&P 500, the DAX, the CAC 40,
the Nikkei and the Hang Seng.

The US presiden al elec on moves into the final straight
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Private Equity as an Alterna ve Investment
In a low yield, low return world, investor a en on has increasingly turned to
alterna ve investments – typically private equity, hedge funds and real estate –
in search of high returns and low correla ons. Private equity is now regarded as
a well‐respected and fully‐fledged asset class. In this brief review, we look at
how private equity works, its a rac ons and drawbacks and how investors can
be involved.

“Private equity is now regarded as a well‐respected
and fully‐fledged asset
class.”

How Private Equity Works. There are diﬀerent legal structures in diﬀerent re‐
gions but the principles are usually the same. In America, for example, projects
o en employ a general partner/limited partner model. The general partner is
the private equity professional who selects and manages the investments in the
interests of third‐party investors or limited partners.
Funds are used to acquire equity ownership in private companies (at least a 50%
stake, usually much more) or public companies (and delist them). Once acquired,
the general partner will seek to add value by taking control of the strategic direc‐
on and financial structure of the target.
Thus, general partners usually target businesses with high growth prospects
and/or those where performance and value can be significantly improved. Pri‐
vate equity managers commonly look to double the invested capital within three
to seven years.
The typical private equity cycle breaks down into three phases. First, the pre‐
investment phase sees the investment team building rela onships with pro‐
spects to posi on themselves be er to conduct comprehensive due diligence.

Private Equity Cycle

Stage 1: Building
Rela onships

Second, the ownership phase entails extensive strategic management and oper‐
a onal input through board par cipa on and a newly appointed management
team. The aim is to expose shor alls and iden fy areas needing a en on.
The final phase is the exit, which takes various forms including sale to strategic/
financial buyers or a stock market flota on.
Over the longer term, private equity tends to give higher returns

Stage 2: Ownership &
Development

% p.a.

Stage 3: Exit

BVCA

The Advantages. The key reason to invest in private equity is the chance of an a rac ve
return at a me when bond yields are at record lows and equity values are high. UBS reckon
that pooled internal rates of return for US private equity for the 20 years to end‐March 2016
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“The Bri sh Private Equity &
Venture Capital Associa on
(BVCA) thinks the annual return
on UK private equity was 14.9%
in the decade to end-2014.”

were 12.6% a year versus a roughly but not directly comparable return of 8%
on the S&P 500. The Bri sh Private Equity & Venture Capital Associa on
(BVCA) thinks the annual return on UK private equity was 14.9% in the decade
to end‐2014.
One reason for these higher returns is that private equity by defini on enables
investors to gain access to opportuni es not available in public markets. In
other words, private equity firms take advantage of market ineﬃciencies.
Alterna ves such as private equity also have the big advantage of typically low
correla ons with standard asset classes. We calculate that the correla ons
between UK listed private equity funds and the WMA balanced private client
index since 1st January 2011 range from 11% to 45%.
In addi on, those looking to diversify their por olio further can choose expo‐
sure by vintage year, geography, industry, strategy and investment stage.

“The gap between the best
and the worst fund managers
is much wider than for equi es
and bonds. Thus, there is a
danger the investor picks the
wrong manager and that the
manager selects the wrong
project.”

The Drawbacks. Returns depend crucially upon the capability of the private
equity managers. The gap between the best and the worst fund managers is
much wider than for equi es and bonds. Thus, investors need to perform a
thorough analysis of the private equity firm.
At the next level, the managers must undergo extensive due diligence of each
business proposi on and also understand the diﬀerent dynamics ranging
across the por olio. Thus, there is a danger the investor picks the wrong man‐
ager and that the manager selects the wrong project.
Depending upon circumstances, investments in private equity will be more
opaque. There is no con nuous market or pricing, informa on is limited, valua‐
ons require a large element of judgment, regula on is lighter and buying as‐
sets takes me.
Most investments are illiquid and so diﬃcult, perhaps impossible, to exit upon
demand. A private equity fund will typically have a seven to ten year me hori‐
zon, with no redemp on rights, and cash flow mings will be unpredictable.
There is a private equity secondary market but it s ll represents only 3%‐5% of
primary volume in the UK, according to BVCA. And it is important to note that
the secondary market was eﬀec vely closed in the financial crisis of 2009.

2/20

“Most PE firms follow a 2/20
rule – a management fee of
2% a year and a performance
fee of 20%.”
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Listed private equity firms tend also to be highly cyclical and high beta. The
S&P Listed Private Equity index fell 80% between May 2007 and February 2009
but then gained some 400% over the next six years.
Finally, there is also a risk inherent in the high fee structures common to pri‐
vate equity funds. Most PE firms follow a 2/20 rule – a management fee of 2%
a year and a performance fee of 20%. If returns are moderate, then the private
equity firm may end up with most of the profits.
How to Invest. There are essen ally four ways to invest. First, direct Invest‐
ment in individual private equity vehicles. The minimum investment require‐
ment will be high. Most PE firms will have a minimum of $250,000 and will
seek as much as $25 million. This route will oﬀer the greater returns and be er
investor informa on but is for larger por olios only.
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Second, fund of funds. A private equity fund of funds invests in other private
equity funds. Minimum investments are smaller and therefore accessible to a
greater pool of investors. A fund of funds may invest in several firms and re‐
duce risk through increased diversifica on. However, the downside is the addi‐
onal layer of fees and PE funds s ll have a lifecycle of 10‐13 years on average.
New funds are emerging for those investors looking for less vola le returns.
These PE funds look to ‘lock‐up’ investor funds for 20 years (ten years longer
than normal) and to hold individual companies for around ten years. Target
annual net returns are set at 10‐12% per annum with lower management fees
at 1%.
Third, private equity exchange traded funds (ETFs). There are some ETFs avail‐
able on the market that track an index such as the S&P listed private equity
one. (These ETFs invest into listed companies who subsequently invest into
private equity). However, the market cap of these ETFs is usually low and
there is a risk they could become illiquid in diﬃcult trading condi ons.

10-13
yrs
10 -13
“PE funds s ll have a lifecycle
of 10-13 years on average.”

Fourth, listed private equity. These are usually closed‐ended funds listed on a
major stock exchange which will appeal to smaller investors wishing to invest
in private equity but put oﬀ by illiquidity and the large minimum investment
size. The advantages are daily liquidity and a clear valua on. There are 15 pri‐
vate equity investment trusts listed on the London Stock Exchange.
However, the gain in liquidity and price transparency comes at the price of
lower expected returns. In addi on, closed‐ended funds will trade at a premi‐
um or discount to the net asset value of the underlying assets: in prac ce, this
will likely be a discount. And, finally, detailed informa on may be scarce, as
private equity firms understandably do not wish to put market‐sensi ve infor‐
ma on into the public domain.
Conclusion. Taking all of the above into account, every investor should con‐
sider private equity as an alterna ve investment in today’s low‐return, low
yield world. Larger investors can invest directly while smaller investors may
wish to look at either ETFs or closed‐ended funds.
The advantages are poten ally higher returns and lower correla ons com‐
pared with tradi onal asset classes as well as the ability to access investment
opportuni es not otherwise available. The disadvantages are the diﬃcult deci‐
sion of manager selec on and the illiquidity of direct investment or the varied
discount to NAV of listed investment.
The private equity model has become be er understood over me and its
a rac ve risk/reward characteris cs mean it is o en a core alloca on in many
ins tu onal por olios. A recent survey of 242 family oﬃces by UBS and Camp‐
den Wealth Research found that on average they allocated 22% of their
por olios to private equity. The three largest US endowments – Yale, Prince‐
ton and Harvard – have long held roughly a quarter of their assets to private
equity.

22%
“A recent survey of 242
family oﬃces by UBS and
Campden Wealth Research
found that on average they
allocated 22% of their
por olios to private
equity.”
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The Macro View
“The second quarter showed
the UK as the fastest growing
economy with 2.2% yoy
growth and Japan and Italy
the slowest with 0.8%.”

The developed world remains a slow growth, low infla on place while the
emerging economies are split into those growing robustly and those in or near
recession.
Star ng with the advanced economies, the final numbers are in for the second
quarter, showing the UK as the fastest growing economy with 2.2% yoy growth
and Japan and Italy the slowest with 0.8%. Looking ahead, according to a sur‐
vey by The Economist, G7 growth will pick up to just 1.5% in 2017 as an annual
average, led by the US (the only country expected to manage 2% growth) and
trailed by the UK (with a Brexit‐induced slowdown to 0.7%).
Across all major economies, ageing popula ons, weak capital spending, neutral
‐to‐austere fiscal policies and tenta ve structural reforms are present to diﬀer‐
ing degrees. In addi on, world trade growth could be the slowest since the
2008 recession.

7% of

G7 growth during this upswing has been well below past norms

… and G7 infla on is also extremely subdued

GDP

“Euro Area experiencing slow
recovery - roughly 1.5% a
year over the past three years
versus 2.3% a year in the
decade to 2008.”

But the narra ve diﬀers across regions and countries. The US grew slowly by
just 0.2% or 0.3% a quarter in the first half of 2016, held back by falling fixed
investment and weak net exports. However, growth in the third quarter is
slightly above par at a 2%‐2.5% annual rate. With a mild growth correc on out
of its system, the US economy may be set for par growth for a while.
Meanwhile, the Euro Area is experiencing a steady but slow recovery from the
2012 sovereign debt crisis. This upswing has been slower than past recoveries
– roughly 1.5% a year over the past three years versus 2.3% a year in the dec‐
ade to 2008 but the eurozone is in be er shape a er reforms since the debt
crisis. Plenty of spare capacity suggests this expansion has some way to run.
In contrast, Japan has had a stop‐start economy, with four down quarters out
of the past ten including a self‐inflicted recession in 2014 when the govern‐
ment raised sales tax. In theory, “Abenomics” makes a lot of sense but only
one of the three arrows has been truly fired, by the Bank of Japan. Thus, we
think the Japanese economy will grow by 0.5% in 2016 and 1% in 2017.
Brexit was the poli cal story of the third quarter but the economic impact has
been much less than feared … so far. The UK economy has slowed but may s ll
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grow by say 0.3% qoq in the third quarter. Looking ahead, we expect stagna‐
on rather than recession, with the lower pound helping exports but uncer‐
tainty dampening consumer durable and investment spending.
Within the emerging economies, there is a big divide between manufacturing
na ons with a growing class of middle‐income consumers on the one hand
and commodity producers on the other. Weaker oil and commodity prices
benefi ed the former at the expense of the la er. Emerging economies’
growth of around 4% is the slowest for six years.

“Emerging economies’
growth of around 4% is
the slowest for six years.”

Turning to infla on, headline infla on for the G7 has been excep onally low –
below 1% yoy since December 2014 – thanks to weak oil and commodity pric‐
es. Core infla on (ex‐food and energy prices) has been higher but s ll benign,
at 1.6% yoy in July. Talk of defla on may be fanciful but it is true that infla on
remains anaemic during this recovery.
The excep on is the US where core infla on is over 2% and slowly picking up.
The key reason is rising wage infla on and weak produc vity. Taken together,
the result is upward pressure on labour costs per unit of output, which rose by
2.6% yoy in the second quarter. The li le remaining slack in the US labour mar‐
ket will keep wage costs under control a while longer but this bears watching.
The global economy’s performance might be be er if governments used their
budgets to provide economic s mulus. To be fair, a er the 2008‐09 recession,
budget deficits blew out. In 2010 Japan and the UK ran deficits of over 10% of
GDP and the US over 13%. The dilemma was whether to get deficits under
control or support growth.

2%+
US Core Infla on

Mostly, governments chose to reduce deficits as fast as reasonably possible
and to let central banks sustain growth. Even so, in 2016 Japan’s deficit is
around 4.8% of GDP, the US’s 3.8% and France’s 3.4%. There is some room to
take the foot oﬀ the fiscal brake, but not much.
Thus, the major central banks brought interest rates down to zero or even
below and indulged in massive quan ta ve easing. At end‐June, central bank
balance sheets were worth 20% of GDP in the UK, 24% in the US, 29% in the
eurozone and a massive 85% in Japan.

Importance

Crucially, the US Federal Reserve has started to part ways from the rest. Hav‐
ing raised interest rates for the first me last December by 25 bps, the FOMC
le rates unchanged in the first half of 2016 but now says it is likely to increase
them by 25 bps in December and by another 50 bps next year.
In contrast, the Bank of Japan is capping the ten year JGB yield at zero and has
vowed to overshoot its 2% infla on target; the ECB will con nue to purchase
€80bn a month un l March 2017 and possibly beyond; and the Bank of Eng‐
land cut rates by 25 bps and has re‐opened its asset purchase scheme to add a
further £60bn.
Looking at the quarter ahead, three risks stand out – a No vote in an Italian
cons tu onal referendum, a Trump win in the US presiden al elec on and a
Fed rate rise on 14th December. Of those we fear the outcome of the vote in
Italy most. If the vote is No, then PM Ma eo Renzi has said he will step down
and it is easy to imagine it could be the first step on the road to euro collapse.

Italian Referendum
US Elec on
Fed Rate
Now

Nov 8th

Dec 4th Dec 14th

“Three risks stand out – a No
vote in an Italian cons tu onal
referendum, a Trump win in
the US presiden al elec on
and a Fed rate rise on 14th
December.”
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The Investment Outlook
“The yield on the UK 10‐year gilt
fell from 1.37% at the close on
Thursday 23rd June to 0.93% by
the close on Monday 27th June.”

Markets were ruled in the third quarter by the a ermath of the UK’s decision
to leave the European Union. The ini al reac on was much as expected fol‐
lowing the surprise result – government bond markets rallied, equity markets
fell sharply and sterling plunged.
The yield on the UK 10‐year gilt fell from 1.37% at the close on Thursday 23rd
June to 0.93% by the close on Monday 27th June. The FTSE 100 stock index fell
by 5.6% over the same period, the FTSE 250 mid‐cap index of more domes ‐
cally focused companies by 13.6% and sterling by 11.1% against the US dollar.
However, while government bond markets remained strong, equity markets
rebounded sharply a er only two days of falls, leaving the weaker pound as
one of the few notable indicators that Brexit might be nega ve, not just for
the UK but the global economy.
The US Treasury market rallied in sympathy, with the 10‐year yield falling from
1.75% to 1.44% in the two days following the vote. With the Federal Reserve
deciding not to raise interest rates in September and the presiden al elec on
coming up in November, the next opportunity for US rates to rise is on 14th
December. The market currently reckons there is a 67% chance of a December
rate hike but the trajectory for rate rises is set to be much shallower than fore‐
cast this me last year.
UK gilts rallied a er the EU referendum but yields have since risen

67%

“The market currently reckons
there is a 67% chance of a
December US rate hike.”

Following the Brexit decision, gilts were further buoyed by the Bank of Eng‐
land’s decision to lower interest rates to 0.25% and to signal that a further cut
is not being ruled out. However, a er a 30 year plus bull run, fears of higher,
imported infla on (due to the weak pound) plus a possible switch in emphasis
from monetary policy to fiscal policy (signalled in PM Theresa May’s confer‐
ence speech) resulted in the 10‐year yield rising to 1%.
As a cau onary note, though, the 50‐year gilt has lost over 25 points of capital
since its peak in August – an example of the sort of capital losses that can oc‐
cur in a ‘safe’ asset class.
European government bonds also fared well a er the Brexit vote, with 10‐year
bund yields turning nega ve. Only a er press reports sugges ng an earlier
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end to quan ta ve easing from the ECB did the yield turn posi ve again.
It is possible that recent weakness in government bonds will persist for a while
yet as investors worry about infla on, a Fed rate rise in December and perhaps
higher government spending (via infrastructure projects). However, as HSBC
points out, there are no signs of infla on yet, both the developed and emerg‐
ing markets show no signs of deleveraging and central banks are repressing
yields.
Given this backdrop, investors should consider buying US Treasuries if the 10‐
year yield approaches 2% (currently 1.74%) and gilts at around 1.25%. In the
mean me, we would expect index‐linked bonds to outperform straight bonds,
despite the breakeven rate of infla on now being at a two‐and‐a‐half‐year
high of over 3%. Corporate bonds are likely to track government bonds and
will become more a rac ve if spreads widen.
The performance of equity markets was impressive in the third quarter. In the
US, the S&P 500, the Dow Jones and the NASDAQ all hover around all‐ me
highs. This is despite con nuing concerns about the repercussions of Brexit,
the possibility of a President Trump and a slowdown in China.

25%
“US market is not cheap. Barclays calculates that it trades
on a trailing P/E of 19x, close
to a 25% premium to the rest
of the world.”

As we enter the US third quarter earnings season, investors will look for signs
that corporate earnings are finally star ng to turn upwards again. While this
might be true in aggregate, as the higher oil price feeds through for energy
companies, the US market is not cheap. Barclays calculates that it trades on a
trailing P/E of 19x, close to a 25% premium to the rest of the world.
In a vola le quarter, UK equi es finished higher as the FTSE 100 and the FTSE
250 indices pushed towards the all‐ me high reached in 2015. For the quarter,
the FTSE 100 was up 6.1% and the 250 up 9.9%.
The key reason for the strong performance was the fall in sterling, which
meant overseas earnings were worth more when converted back into pounds.
With approximately 75% of FTSE 100 cons tuents’ earnings coming from over‐
seas, the index has certainly benefi ed. In contrast, in USD terms, the FTSE
100 was actually down around 5% year to date.
Whilst companies with large overseas revenues were winners, more domes ‐
cally focused companies (such as banks, house builders and high street stores)
struggled to recover. The FTSE 250 mid cap index is also more domes cally
focused but the index also benefi ed from be er than expected economic
news and specula on that UK companies could be targets for foreign takeo‐
vers.

“With approximately 75% of
FTSE 100 cons tuents’ earnings
coming from overseas, the
index has certainly benefi ed.
The FTSE 250 mid cap index
also benefi ed from specula on
that UK companies could be
targets for foreign takeovers.”

If the be er than expected economic news con nues and UK interest rates
and sterling remain low, UK equi es should be able to move higher.
European equi es also finished the quarter strongly. As the economic data has
slowly improved, European equi es have seemed to lag. Indeed, Barclays es ‐
mates that European equi es have lagged the US by 19% since March 2015
and JPMorgan thinks they are now slightly cheaper than fair value. With the
Italian cons tu onal referendum due on 4th December and elec ons due in
France and Germany in 2017, investors should be wary of European equites.
However, valua on grounds at least warrant some exposure.
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Source: Bloomberg

“All eyes were on sterling in the
third quarter as it consistently
hit 31 year lows against the US
dollar.”

Emerging markets have also performed well and, according to JPMorgan, are
under‐owned and under‐valued, trading at a discount to developed markets –
the former trade on a P/E of 12.2x and the la er on 16.2x.
Japanese equi es have recovered from the Brexit vote slide but a stronger
(safe haven) yen has acted as a s ﬀ headwind. Economic reforms have so far
not had the desired eﬀect on markets but Japanese equites are rela vely
cheap. We suggest a modest holding but with the yen exposure hedged.
In currencies, all eyes were on sterling in the third quarter as it consistently hit
31 year lows against the US dollar. The pound is now about 18% lower against
the dollar since the vote and the FT reports that it has hit a 168‐year low on a
trade‐weighted basis. In the short term the currency looks oversold but talk of
a “hard Brexit” is likely to keep it under pressure. Investors with exposure to
overseas currencies should remain out of sterling for the moment.
In commodi es, we have seen the oil price rebound from its early 2016 lows,
with both Brent and WTI trading above $50 per barrel. Whether or not this
proves to be infla onary remains to be seem but investors should s ll consider
some exposure to gold, despite its rela vely lacklustre performance over the
last 3 months.
In summary, the third quarter was dominated by the UK’s Brexit vote, stronger
asset markets and a much weaker pound. With interest rates likely to stay low,
both equity and bond markets should con nue to find support. “Buying the
dips” therefore remains a sensible strategy, despite worries about the US elec‐
on, the con nuing saga of Brexit and concerns about a Chinese slowdown.
Investors concerned about infla on might consider some exposure to index‐
linked bonds and gold.

10

Global Insights, October 2016

Important Informa on
This document has been issued for the purposes of United Kingdom Regula ons by Ho nger
Investment Management Limited (“Ho nger”). Ho nger is authorised and regulated by the Fi‐
nancial Conduct Authority, whose address is 25 The North Colonnade, Canary Wharf, London, E14
5HS. Ho nger’s FCA firm reference number is 208737. For further details on Ho nger’s regulato‐
ry status, please see The FCA’s Register at www.fca.gov.uk. Ho nger is incorporated as a Private
Limited Company in England and Wales under the registra on number 1573969. Ho nger has its
registered oﬃce at 27 Queen Anne’s Gate, London SW1H 9BU.
Ho nger is a member of the Financial Services Compensa on Scheme established under the
Financial Services and Markets Act 2000. Further details of the Scheme are available on request.
Should you wish to make a complaint, please contact the Compliance Oﬃcer at Ho nger in the
first instance but you may refer your complaint to the Financial Ombudsman Service. Further
details of the Service are available on request.
Investments do not guarantee a return, and the value and the income from them can fall as well
as rise, so that you may not realise the amount originally invested. Where an investment is de‐
nominated in a currency other than sterling, changes in exchange rates between currencies may
cause the value of investments to go up or down. Past performances should not be seen as an
indica on of future results. The levels of taxa on depend on individual circumstances of the inves‐
tor and the law, and the value of tax reliefs are those which currently apply.
This document does not in any way cons tute investment advice. In jurisdic ons other than the
United Kingdom, this document may be provided by a member of the Ho nger Group. This docu‐
ment is for informa on only and has been prepared on a confiden al basis for the sole use of the
designated recipient and clients of Ho nger and Group Ho nger only (all such persons being
referred to as “Relevant Persons”). Any person that is not a “Relevant Person” should not act or
rely on this document or any of it contents.
Neither this document nor any copy thereof may be taken or transmi ed or distributed, directly
or indirectly, into Canada or Japan or Australia (other than to persons in Australia falling within
Chapter 6D of the Corpora ons Act (CTH) 2001, which permits an oﬀer or solicita on of securi es
to be made without a disclosure document) or to any resident in the United States of America, its
territories or possessions or to any US persons (as defined in Rule 902 of Regula on S, which for
the avoidance of doubt, but without limita on, includes: any US resident; any partnership or cor‐
pora on or any other en ty located in the US; and or any agency or branch of a foreign en ty
located in the US). There may be laws and or regulatory rules that apply to or restrict the transmis‐
sion or distribu on, directly or indirectly, of this Investment Research Report in other jurisdic ons.
Any person into whose possession this Investment Research Report falls should inform themselves
about such condi ons, and observe any such legal or rule applica ons or restric ons. Any failure
to comply with such legal or rule applica ons or restric ons may cons tute a viola on of the laws
or rules of any such other jurisdic ons. Many of the protec ons provided by regulatory systems in
specific jurisdic ons may not apply or be available to investments in certain investment products
and specific financial instruments and or designated investments contained in this Investment
Research Report. It is your responsibility to be aware of and observe all applicable laws and regu‐
la ons of your relevant jurisdic on.
No responsibility to any third party is accepted as this Investment Research Report has not been
prepared and, is not intended, for any other purpose. This Investment Research Report is not to
be reproduced or copied or made available to any other person other than the “Relevant Per‐
sons”. Under no circumstances is this Investment Research Report to be considered to be intend‐
ed for, and should not be regarded as an oﬀer or a solicita on to buy, sell or subscribe to any
designated investment referred to in this Investment Research Report, or to conduct a regulated
investment ac vity.
Ho nger or one or more of its associates or a Director or an employee of Ho nger or of an asso‐
ciate may from me to me have a personal investment, or may have undertaken a personal
transac on or may engage or have engaged in transac ons on behalf of other customers, in any
security referred to herein or in any related securi es and financial instruments, in compliance
with the legisla ve and regulatory requirement in the United Kingdom and in accordance with the
FCA’s Rules. In addi on, Ho nger, ac ng as a investment managers, may, on behalf of its custom‐
ers and to the extent permissible by applicable statute and or regula on, have invested in and or
seek to invest in funds, territories, financial instruments and or designated investments contained
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in this Investment Research Report. As a result, the recipient should be aware that Ho nger
may have a conflict of interest that could aﬀect the objec vity of any informa on contained
herein. For further details on Ho nger’s Conflicts of Interest policy please contact the Compli‐
ance Oﬃcer at Ho nger’s address.
Your a en on is drawn to the point that Ho nger is not authorised to deal in investments as
principal and therefore, as at the issue date of this Investment research Report, does not invest
or hold any financial instruments contained herein for its own account. In addi on, none of the
Ho nger contributors to this Investment Research Report have held or currently hold a share‐
holding and or financial interest in a financial instrument contained herein, other than those
already disclosed, in compliance with the legisla ve and regulatory disclosure requirements in
the United Kingdom and in accordance with FCA’s Rules.
Any forecasts, opinions and or es mates and expecta ons contained herein or expressed in this
Investment Research Report are current forecasts, opinions and or es mates and expecta ons
only. In addi on, no responsibility or liability shall be accepted for amending, correc ng, or
upda ng any informa on or forecasts, opinions and or es mates and expecta ons contained
herein.
Some of the views and forecasts, opinions and or es mates and expecta ons expressed in this
Investment Research Report are not necessarily those of Ho nger and they cannot be held to
represent Ho nger’s forecasts, opinions and or es mates and expecta ons on the credit‐
worthiness or investment profile of the securi es, financial instruments, companies, countries,
industries, investment management companies and or fund managers men oned in this Invest‐
ment Research Report.
The views contained in this Investment Research Report are those specifically of the relevant
fund manager only and are given as part of the fund manager’s normal investment research
ac vity. These views should not be relied upon or interpreted in any way, whether inferred or
implied, as a recommenda on or advice given by Ho nger or as having been authorised by any
other person. Ho nger has no authority whatsoever to make any representa on or warranty
on behalf of any legal en ty and or other persons in connec on therewith.
The informa on contained in this Investment Research Report has been compiled with consid‐
erable care to ensure its accuracy and that forecasts, opinions and or es mates and expecta‐
ons contained herein are fair and reasonable. However, this Investment Research Report
includes informa on that relates to third par es and, while the informa on contained herein is
from sources believed reliable, no representa on or warranty, expressed or implied, is made to
its accuracy or completeness and it should not be relied upon as such. Neither Ho nger nor its
Directors, oﬃcers, employees, advisors or any other persons can accept responsibility or liabil‐
ity for any loss howsoever arising from any error, omission or inaccuracy in the material provide
and from the use of this Investment Research Report or any of its contents or otherwise arising
in connec on therewith.
This Investment Research Report and any informa on contained herein is not calculated to lead
directly or indirectly to any person entering into any investment management agreement or
any exercise of any rights conferred by an investment to acquire, dispose of, underwrite or
convert an investment so as to cons tute an investment adver sement and or financial promo‐
on.
This Investment Research Report has been tailored for, and is intended to be for the sole refer‐
ence of, the addressee. Past performance is not a guide to future performance. Stock markets
and currency movements are vola le and subject to fluctua ons that cannot be reasonably
foreseen. The capital value of an investment and the income derived from it may fall as well as
rise and investors may not get back the amount originally invested.
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