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Will The City Get Its Deal?

In March 2017, the UK Government gave formal notice of the
UK’sintention to leave the European Union, and thus started the
process of withdrawal, for which a two year period is provided.
The Prime Minister also laid out the basis of Britain’s negotiating
position; that there would be a clean break with the EU, unless
something more attractive was on offer. Clearly any other stance
would not be a negotiating position at all in the sense that it
would be too conciliatory to use as a starting point. The EU
side is however, still declining to negotiate about future trade
arrangements until significant progress has been made on
the leaving settlement in which it wants to include significant
payments from the UK.

The rational assumption that the EU would not want to disrupt
trade with a major economy with which it has a very large trade
surplus may be trumped by the absolute determination of the
European political class to maintain the project of ever closer
union. Although more European workers might lose their jobs
than British ones, all else being equal, the impact would be
proportionately smaller on the larger economic bloc than on a
single nation, and the politicians appear to be calling the shots.
This is even though it is Germany which could suffer most, given
the fondness of Brits for nice cars and other well engineered
German goods.

Whilst Germany should want to keep its ability to export physical
goods to the UK, the UK’s greatest concernisthat London should
continue to be Europe’s main financial centre, a very high value-
add service industry, which drives the British economy.

The ability to provide financial services across Europe from a UK
base is very important and the City of London is very keen to
maintain the regulatory passporting arrangements under which
it can do so. The alternative, of getting subsidiaries regulated
in other European countries, is onerous, but a number of
organisations are already making plans to change their group
structures and relocate some activities from the UK to Europe.

From the point of view of the asset management industry, the
biggest regulatory change for a number of years is the Second
Markets in Financial Instrument Directive (MiFID Il). This change
in the regulatory landscape started life in the immediate
aftermath of the financial crisis, now nearly ten years ago, and

seeks to introduce more transparency to financial markets and
more protection for investors. The changes are numerous and
very technical, and involve a great deal of reporting to regulators
and information sharing between different parts of the industry.
Whilst the aims are worthy, the changes in will add significantly
to the costs of financial services businesses, of which the UK has
far more than any other country in Europe. The texts published
to date are approximately the same length as “War and Peace”.

The date by which the changes need to be implemented is the
3rd of January 2018, at which point the UK will still be a member
ofthe EU, and obliged to follow the new rules in full. Great efforts
are being made by the industry, and the regulators, to achieve
compliance with MiFID II, considerably more effort than is being
expended in some other EU countries. This is partly because
the UK had always taken the real, practical, implementation
of regulations very seriously, and partly because many of the
changes reflect the views of the UK regulators, as expressed over
anumberofyears of negotiations. The consequence s, however,
that very significant costs are being expended on meeting the
requirements of regulations set by an organisation the UK is in
the process of leaving.

As well as achieving the desirable objectives of MIFID II, the
prize for the industry is still being deemed to have equivalent
regulations to the EU, which should mean that most interactions
with European investors can continue with only relatively
technical changes. The worry is, however, that, although much
of the regulatory regime emanated from the UK, and will be
followed in it, the political negotiations may move in quite a
different direction, either because of increasing ill-feeling or a
desire by some European cities to eat the City of London’s lunch.
The losers from an impasse would be not just the very large
number of Britons who work in the industry, but the far greater
number of European consumers who benefit from the depth of
its expertise.

Perversely, the main beneficiaries would be New York, Singapore
and other Financial centres thousands of miles from Europe. By
symmetry, the main beneficiary of an impasse on trade in goods
could well be Jaguar, an Indian-owned business.

Source: Bloomberg. Returns in US dollars unless otherwise stated.

ICVi2 |1



—>

IMPERIUM CAPITAL momentum

Weekly Digest Week ending 15 October 2017

The Marketplace
+ Oil rose 2.8% on the week with Brent at USD 57.8 » The FTSE was up 0.2% on the week, closing at 7535
» Gold rose 2.2% to 51305 + Contingency planning for no deal in Brexit talks

underway. Theresa May due to fly to Brussels on an
unannounced visit to attempt to break the deadlock
over the exit bill

+ Miners led a six month high in commodities
+ Global stock indices rise

Europe

Market Focus + ECB consider halving QE next year
+ The Eurostoxx has been at its calmest since 1991 based
on 30-day historic volatility. Finished the week +0.2% at

us 3609
+ Austria’s far-right Freedom party set to join a coalition
+ The S&P 500 Index closed at 2553 (up 0.2%) in yet government
another record breaking week _ - The Daxincreased 0.3% to 12992
+ 10year Treasury yields remained steady on the previous « Catalonia declared independence but immediately
week at 2.3% . _ suspended it. A market friendly move that sent the Ibex
+ Another record broken with The Dow Jones index ended surging and tightening the spread between Spanish and

« The Nasdaqg was up 0.5% at 6092, another record
« September core inflation rose below expectations (1.34

vs 0.2 month-on-month) meaning expectations have Asia
been missed on six out of the last seven months
+ Donald Trump equivocates over the Iran nuclear « The Nikkei was up 2.7% at 21256
deal. Talk of scrapping it all together toned down to a « The Hang Seng finished the week up 0.8% at 28692
strengthening of existing restrictions « Japanese steelmaker Kobe’s shares declined by 40%

over the week after it emerged the company has been
falsifying quality statements for possibly more than a

UK decade. Onein of long line of corporate scandals to hit
Japan recently
+ British economy has dropped to the bottom of the « China’s CPI for September was in line with expectations
group of seven growth league at 1.6% year on year
« Consumer price index s likely to show inflation running
at 3%, throwing doubt on an expected rate rise in John Hinde & James Jones
November

Source: Bloomberg. Returns in US dollars unless otherwise stated.
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Currency returns
Asset Class/Region Currency

13 Oct. 2017 to date

Week ending Month

YTD 2017 12 months

Developed Market Equities

United States usb 0.2% 1.4% 15.3% 21.5%
United Kingdom GBP 0.3% 2.4% 9.1% 12.3%
Continental Europe EUR 0.2% 0.7% 12.9% 21.8%
Japan JPY 1.3% 2.0% 14.7% 30.0%
Asia Pacific (ex Japan) usD 2.1% 3.9% 31.8% 27.5%
Australia AUD 1.8% 2.3% 6.3% 11.8%
Global usb 0.7% 1.4% 17.7% 22.3%

Emerging markets equities

Emerging Europe usb 2.7% 2.4% 17.4% 28.7%
Emerging Asia usD 2.0% 4.5% 37.7% 31.7%
Emerging Latin America usD 0.4% 1.7% 28.9% 23.0%
BRICs UsD 0.8% 4.2% 38.6% 33.1%
MENA countries usb -1.6% -1.4% -0.5% 12.0%
South Africa UsD 5.6% 7.4% 20.4% 26.2%
India UsD 1.8% 3.6% 30.3% 22.5%
Global emerging markets UsD 2.1% 4.1% 33.0% 29.3%
US Treasuries usDb 0.5% 0.3% 2.7% -0.7%
US Treasuries (inflation protected) usb 0.7% 0.5% 2.4% 0.3%
US Corporate (investment grade) usb 0.6% 0.6% 5.8% 3.1%
US High Yield UsD 0.0% 0.2% 7.2% 8.6%
UK Gilts GBP 0.3% 0.0% -0.1% -1.5%
UK Corporate (investment grade) GBP 0.1% 0.1% 2.7% 2.5%
Euro Government Bonds EUR 0.5% 0.4% 0.0% -1.9%
Euro Corporate (investment grade) EUR 0.4% 0.4% 2.2% 1.5%
Euro High Yield EUR 0.3% 0.5% 6.5% 8.3%
Japanese Government JPY 0.0% 0.0% -0.3% -1.8%
Australian Government AUD 0.2% 0.4% 2.3% -0.3%
Global Government Bonds uUsb 1.0% 0.3% 6.1% -0.3%
Global Bonds uUsh 0.9% 0.3% 6.7% 1.4%
Global Convertible Bonds uUsb 0.3% 0.8% 10.1% 8.7%
Emerging Market Bonds usb 0.4% 0.3% 9.0% 4.1%

Source: Bloomberg
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Currency returns

Asset Class/Region Currency Vl\’;gkcte_ng;? tMoc:jr;ttZ YTD 2017 1> months

Property

US Property Securities usb 1.7% 2.0% 4.7% 5.3%
Australian Property Securities AUD 1.1% 0.2% -5.1% -3.6%
Asia Property Securities usb 1.0% 2.8% 24.8% 21.2%
Global Property Securities UsD 1.4% 1.9% 14.0% 12.9%
Euro usb 0.9% 0.2% 12.4% 7.0%
UK Pound Sterling Usb 1.9% -0.7% 7.6% 8.5%
Japanese Yen usb 0.8% 0.7% 4.6% -1.3%
Australian Dollar usb 1.5% 0.6% 9.6% 4.2%
South African Rand Usb 3.4% 2.0% 3.1% 7.4%
Swiss Franc usb 0.4% -0.5% 4.5% 1.2%
Chinese Yuan usb 1.1% 1.0% 5.8% 2.4%

Commodities & Alternatives

Commodities usb 2.2% 1.2% -0.3% 2.2%
Agricultural Commodities usb 0.7% 1.1% -2.7% -1.7%
Oil usb 2.8% -0.6% 0.6% 9.9%
Gold usb 2.2% 1.4% 12.9% 3.4%
Hedge funds Usb 0.0% 0.3% 4.8% 6.3%

Source: Bloomberg
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Important notes

This document is only intended for use by the original recipient,
eitheraMomentum GIM client or prospective client,and does not
constitute an offer or solicitation to any personin any jurisdiction
in which it is not authorised or permitted, or to anyone who
would be an unlawful recipient. The original recipient is solely
responsible for any actions in further distributing this document,
and in doing so should be satisfied that there is no breach of
local legislation or regulation. This document should not be
reproduced or distributed except via original recipients acting as
professionalintermediaries. This documentis not for distribution
in the United States.

Prospective investors should take appropriate advice regarding
applicable legal, taxation and exchange control regulations in
countries of their citizenship, residence or domicile which may
be relevant to the acquisition, holding, transfer, redemption or
disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this
documentisissued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that
the information contained is from reliable sources, but we do
not guarantee the relevance, accuracy or completeness thereof.
Unless otherwise provided under UK law, Momentum GIM does
not accept liability for irrelevant, inaccurate or incomplete
information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the
income derived, may fluctuate and it is possible that an investor
may incur losses, including a loss of the principal invested. Past
performance is not generally indicative of future performance.
Investors whose reference currency differs from that in which the
underlying assets are invested may be subject to exchange rate
movements that alter the value of their investments.

Under our multi-management arrangements, we selectively
appoint underlying sub-investment managers and funds to
actively manage underlying asset holdings in the pursuit of
achieving mandated performance objectives. Annual investment
management fees are payable both to the multimanager and
the manager of the underlying assets at rates contained in the
offering documents of the relevant portfolios (and may involve
performance fees where expressly indicated therein).

Momentum Global Investment Management (Company Registration
No. 3733094) has its registered office at
The Rex Building, 62 Queen Street, EC4R 1EB

Momentum Global Investment Management Limited is authorised
and regulated by the Financial Conduct Authority in the United
Kingdom, and is an authorised Financial Services Provider pursuant
to the Financial Advisory and Intermediary Services Act 37 of 2002 in
South Africa.

© Momentum Global Investment Management Limited 2017
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