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July Monthly Review

A summary of key events and market trends during the month
of July.
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Monthly Review

» US equity indices continued their strong showing To taper or not
?
» The Nasdaq added close to 3 % while the S&P 500 added to taper :
% some 2.3 %
2
'3; » American equities strong monthly performance diverged The Jackson Hole
= from relatively muted European (+0.09% for the DAX) and Economic Symposium
1= deeply negative Chinese equity returns (-12.79% for the towards the end of
§ Hang Seng) for July, the latter hit by concern over regulatory August may provide
%; actions some clues

» While Amazon’s earnings numbers and guidance have
disappointed other mega-cap technology names have done
better

» Earnings season continues and the month of August will see
the bulk of other companies’ report

» The Volatility Index (VIX) has moved higher to around 18;
however, has now spent its fifth month closing below the key
level of 20
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Key markets

Month to Date
(%) Year to Date (%)

Index
Topix -2.18 6.52
Hang Seng China Enterprises -12.79 -12.20
Dax 0.09 13.31
Euro Stoxx 50 0.75 17.47
S&P 500 2.38 17.98
Dow Jones 1.34 15.31
Nasdaqg 100 2.82 16.53
US 10 Year Treasury - 0.24 pts 0.30 pts
Bloomberg Barclays Global
Aggregate Index 1.33 -1.92
EUR USD 0.10 -2.83
usD JPY 1.41 -1.26
Gold 2.49 -4.43

Recap of the month ...

All eyes will be focused on the Jackson Hole Economic Symposium which will be held towards the end of
August (26 — 28™) and provides Central Bankers from around the world a platform to publicly discuss high
priority issues. Of particular importance is what the Fed Chair speaks about. And this year there is some
expectation that Jerome Powell will provide more detailed direction with regards any potential balance
sheet reduction.

At its July meeting the Federal Reserve has provided plans for a Standing Repo Facility (SRF) which has both,
a domestic as well as an international component. The net result of this facility is that most US commercial
banks, and Central Banks of key trading partners, will have easy access to USD funding if, and when, needed.

This repo facility provides a powerful backstop to USD liquidity in times of crisis or market stress (read: the
March 2020 financial market reaction to the spreading pandemic, the Global Recession of circa 2008) and
as it is always available (i.e. “Standing”) almost ensures USD liquidity when needed. While the details of the
facility are still being digested, the initial read indicates the development is bullish risk-assets and bearish
UsSD.

In China, regulators appear to be guiding companies towards delivering to the country’s economic, social
and national security objectives. This is a laudable goal. However, the ensuing headline risk has unsettled
global investors and led to a higher equity risk premium being applied to Chinese equity assets. The Hang
Seng China Enterprises Index lost north of 10 % for the month of July, with some companies taking a
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substantially larger hit. We believe this creates good value for long term investors and are happy to hold
and add to our existing exposures.

The pandemic is now at a stage where vaccinations are relatively available; however, getting the remainder
of the unvaccinated to take the jab is proving to be a challenge in some countries. Most vaccines have proven
highly reliable in defending against sickness and avoiding the need for hospitalization in the event of
contracting the virus. A more effective move towards maximum vaccinations could see a speedier return to
normal.

The currency markets have seen a lull in activity; the usual summer impact. However, with the upcoming
Economic Symposium and the advent of the return from vacations we would expect activity to increase.

The VIX continues trading mostly below 20; the near-term direction on risk appetite will come through from
positive news on increased vaccination rates and corporate results. Central Bankers have been able to skew
dovish over the last few months and how they navigate their guidance on balance sheet reduction here on
will be closely watched.
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All information in this report has been obtained from Bloomberg sources except where indicated otherwise. All data in this report is as of
the last international business day except where indicated otherwise.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”,
“believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”,
“can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such forward looking statements are based on
assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual
results to differ materially from those expressed in any forward-looking statements. Readers are cautioned not to place undue relevance on
these forward-looking statements. SGMC Capital expressly disclaims any obligation to update or revise any such forward looking statements

to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of unanticipated events

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

This report is for information and illustrative purposes only; it is in no way a recommendation, or an offer or solicitation to buy or sell any
investment products, but only factual information being provided. SGMC Capital will not be held liable for any information provided in this
document which is stated to have been obtained from third party sources, this information may be based on assumptions or market
conditions and may change without notice.

The information in this report was prepared by SGMC Capital and is current as of the date of the report. The information contained herein
has been obtained from sources that SGMC Capital believes to be reliable, but SGMC Capital does not guarantee its accuracy, adequacy,
completeness, reliability, or timeliness, and will not be held liable for any investment decisions made based on this information. Moreover,
SGMC Capital is not responsible for any errors or omissions or for the results obtained from the use of such information. All information and
estimates included in this report are subject to change without notice. This report is intended for qualified customers of SGMC Capital.

Past performance does not guarantee future results. Investment products are subject to investment risks, including possible loss of principal
amount invested.

You may not redistribute this report without explicit permission from SGMC Capital.




