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Fund commentary
Market developments:

August proved to be a month that looked calm on the scoreboard, but beneath the surface, markets were anything but
(+1.6% in EUR; +2.6% in USD). After the July shakeout of the Al and semis complex, a genuinely strong earnings season
helped equities hit new highs during August. However, towards the back-end of the month when the US helped to
intervene in the Japanese yen and then in its own Treasury market, the mood was somewhat spoiled. Worries around
lax fiscal policy, hawkish central banks and a wall of new Al-related issuances pushed long-end bond yields up and
equities down. At the sector level, performance was strongly influenced by these yield moves, with long duration as the
loser everywhere. This resulted in outperformance of cyclicals over defensives, gold making a strong comeback, value
beating growth overall, and financials pushing higher at the expense of consumer segments. Interestingly, the widely
anticipated Nvidia results, which removed the Al air-pocket worry for now, did not lead to a sector-wide Al rally. Instead,
decent results in software triggered short-covering of this beaten-down Technology corner, whilst pulling down semis
and Al infrastructure names coincidentally. In the end, August proved to be a busier-than-usual summer month,
characterized by a classic one-step-forward, one-step-back pattern.

Top Holdings:

Our top active position is Cheniere Energy, a pure-play US LNG exporter. Cheniere benefits from higher spot pricing,
though its book of business is largely long-term fixed-fee based, resulting in strong and durable cash flows that allow
the company to improve its capital structure by paying down debt and increasing shareholder returns. Visa commands
our second-largest active share as we believe it enjoys exceptional network economics in the secular shift away from
cash. Its high switching costs, global scale and high incremental margins, results in substantial cash-flow generation
that seems underappreciated by the market. Thermo Fisher completes our top-3 active positions; it is a US life sciences
toolmaker with arguably the best operating track record in the healthcare tool space. Thermo is flagging improvement
across all of its end-markets including biotech, academic, industrial and specialty healthcare channels. The company is
also seeing a step-up in margins, benefiting from higher productivity, strong pricing and carryover benefits from cost
actions taken last year.
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The portfolio had a positive absolute return, yet lagged the global benchmark by about 0.6%. The rebound in cyclicals,
in particular the Energy sector, helped performance as well as our underweight in long-duration sectors such as
Consumer Staples and Utilities. Our positions in Healthcare, Consumer Discretionary and Communication Services,
however, detracted most from overall performance.

In terms of stock selection, the best performer in August was energy service provider SLB, benefiting from rising oil
prices. Given the current energy backdrop, capex budgets for exploration and production are on the rise again, either to
replenish lost reserves or to simply keep up with demand. This showed in SLB's latest set of earnings results, beating
market estimates and raising guidance.

Gold mining company Newmont experienced a strong rebound as well, driven by rising gold prices on the back of
growing concerns around the US Treasury's ability to manage the long end of the yield curve. Also, stress on the fiscal
account, the yen intervention adding to the US dollar debasement narrative, and gold ETFs seeing fund flows return,
led gold prices higher. Finally, Cheniere Energy continued its move higher as gas prices remain elevated. Ona company-
specific level, strong earnings results led to a guidance uplift, also as Cheniere sees more room for higher production,
elevated margins and optimization. Sooner-than-expected completion of its capacity buildout as well as new LNG trains
close to FID stage, helped lift stock sentiment.

On the flipside, most of the detractors were found in the Al complex, most notably Alphabet. The departure of its chief
scientist Jeff Dean, Al talent leaving for OpenAl and Anthropic, and schedule slippage of its new Gemini model, all
culminated in overall weak stock performance. Elevated capital spending, pressuring free cash flow to multi-year lows
also remains an overhang to the market — a view we slightly disagree with in the case of Alphabet.

Industrial play Cummins also underperformed, mainly after a relatively weak set of earnings results. Cummins is a twin
play on an improving truck market and strong demand uptake for onsite data center power solutions, including battery
energy storage. In both segments the company actually sees good traction and order growth, yet failed to impress on
margins, causing stock weakness.

Steel Dynamics also gave up some of its year-to-date gains as the Trump Administration decided to alleviate some of
the steel and aluminum tariffs, only to reinstall them again a few days later. Steel stocks, however, failed to recover
fully as tariff uncertainty remains. Its stock price has largely followed the upward trend in US HRC steel prices, which
we still believe can remain at current high levels given strong demand across various end-markets.

Portfolio changes:
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In August, we newly added Airbnb. Airbnb is a high-quality, asset-light travel platform with powerful network effects,
a globally recognized brand, and a long runway to grow beyond accommodation into new travel-related services,
driving durable double-digit revenue growth and strong free-cash-flow generation. We also welcomed back
ServiceNow, a mission-critical workflow and Al orchestration platform with deep enterprise integration, high customer
retention, strong pricing power, and a growing opportunity to become the control layer for agentic Al across the
enterprise, supporting durable double-digit growth and expanding profitability. Furthermore, as the market continues
to rotate away from semis, especially the high fliers year-to-date, we've reallocated into software and IT consulting
names that have underperformed. These include Salesforce, whose quarterly results are solid and whose Al offerings
are making good progress, as well as Accenture, trading at very attractive valuations. Though Al disruption is real, it is
overstated as system integrators are still very much needed especially when enterprises increase their adoption of
agentic Al in their workflows.

In terms of portfolio divestments, we have exited our position in Softbank Group, partial owner of OpenAl who's IPO is
further postponed with greater uncertainties around funding and the long-term viability of its profit model. Within
Healthcare, we trimmed our exposure to pharma by exiting Novartis. The company lacks the pipeline appeal of our other
pharma holdings, where we have higher conviction that innovation spend can be turned into higher sales growth over
time. We also sold our small remaining exposure in Tesla on weak fundamentals, still expensive valuation, negative
revisions and the low probability of a merger/acquisition by SpaceX. Other names where we took some profits during
August include Applied Materials, Micron, Eli Lilly and Palo Alto Networks.

Management expectations:

The market engine for the coming period will still be Al: capex plans are enormous while earnings keep climbing. The
clear banana skin is that the Al complex is increasingly debt funded and circular in nature too. This raises concerns and
has found its way into rising bond yields as well. Therefore, a key swing factor is the bond market, which will likely
signal where the exit door is. Earnings growth is an airbag for now. But growth at this pace, without a preceding
economic crisis, is unprecedented and almost always invites an unwelcome guest to the party: inflation. With the
narrative flipping this year from rate cuts to ‘'maybe hikes', as inflation concerns remain and bond yields are turning up,
this could mean headwinds for pricey growth stocks and could cap how far valuations might stretch. Also, actions taken
by the US Treasury bear watching, where the debate whether Scott Bessent can actively ‘manage’ the long end of the
yield curve actually led to a rally in gold and Bitcoin. Keeping those on the ticket make sense as the dollar debasement
trade still has legs. The risk list also includes a longer and harsher continuation of the USIran conflict, risking another oil
spike. The sharp drawdown of many Al darlings since July, though mainly driven by technical factors rather than
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fundamentals, also means the door for broader market participation is again firmly open. Therefore, we foresee a
comeback of portfolio diversification and Quality overall, including FCF yield as a valuation safety net.
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