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August Monthly
Review

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

» US equity indices continued their strong showing

» Fed Chair Powell’s speech at the Jackson Hole Economic

Symposium indicated a Fed that continued to look for
reasons to not initiate monetary tightening while also
acknowledging that they would need to act relatively soon

» With only some 10 % of the S&P 500 companies left to report

earnings for the quarter the numbers look unambiguously
strong; and across sectors.

» The Volatility Index (VIX) continued its time below the 20

level as risk assets find a strong bid
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Substantial
further
progress ...

Yes, but we’re not there
yet.
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Key markets

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

Index
Topix 3.16 9.90
Hang Seng China Enterprises -0.30 -12.47
Dax 1.87 15.43
Euro Stoxx 50 2.63 20.56
S&P 500 3.04 21.57
Dow Jones 1.50 17.04
Nasdaqg 100 4.25 21.49
US 10 Year Treasury 0.09 pts 0.40 pts
Bloomberg Barclays Global
Aggregate Index -0.42 -2.33
EUR USD -0.51 -3.33
usD JPY 0.43 6.56
Gold -0.03 -4.46

Recap of the month ...

Fed Chair Jerome Powell, at his speech at the Jackson Hole Economic Symposium, acknowledged that while
the US economy had made substantial further progress towards meeting its inflation goals, the country had
yet to put back to work the millions of individuals who had lost their source of livelihood during the initial
days of the pandemic in 2020.

As such, while we are now closer to when the Fed will likely start the process of tapering its security
purchases we don’t appear to be there, yet.

As an aside, and to recapitulate, the size of the monthly purchases is large, USD 80 billion worth of US
Treasuries and USD 40 billion of Mortgage Backed Securities. This buying program was instituted during the
worst days of the pandemic when the deepest and most liquid securities market in the world, the market
for US Government Bonds, effectively froze. In turn this disruption was the result of the dollar shortage
faced by corporates and governments around the world as supply chains ground to a halt. Now, as
economies and societies are on the mend, the need for such a program of support is debatable.

While financial markets enjoy surplus liquidity, they, equally, dislike these funds being withdrawn. With the
Fed nearing the time when it will reduce its purchases, will we likely see a dollar shortage with a resultant
spike in rates ?
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Part of the answer to this question lies in the answer to two additional, and critical, questions:

e What is the likely future path of borrowings by the US Government ?

e What is the likely future path of US Treasury purchases by international investors; primarily
sovereigns ?

A smaller borrowing footprint by the US Government and continued, possibly increased, support for US
Treasury paper by large sovereign investors will see markets clear in an orderly manner. We will be
monitoring the progress of these developments closely.

In China, regulatory pronouncements continue apace. And while this effectively redefines the playing field
we are now seeing equity prices less sensitive to the headlines. Could it be that after significant absolute
and relative underperformance the Chinese equity markets have adequately priced in the worst-case ?

Our answer to this question is in the affirmative and we see good value in many of the leading, well-
established names and have been building exposures to the same.

Over the month the US Dollar flat-lined, again. However, with the upcoming Non-Farm Payroll report this
Friday, the European Central Bank meeting next Thursday and the Federal Reserve holding its next monetary
policy meeting towards the end of the month we would expect some directional moves to build up into the
end of the year.

Volatility continues to be subdued across most asset classes, and how well the Federal Reserve handles the
reduction of the pace of its balance sheet growth will dictate if this stays the case.

il ) TN
1M ==L



2
Q
>
()
o
=
e
)
c
®)]
S
4+
(%)
>
>
<<

SGMCA A PITAT

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.




