@ XAl

ASSET MANAGEMENT
AND RESEARCH

Global Strategy
Global

Analysis and data provided by WilmotML

Global Strategy

Jonathan Wilmot
(+44) 20 3198 9330
jonathan.wilmot@xai-am.com

Roberto Foa
(+44) 7494 322520
roberto.foa@xai-am.com

Alex Haseldine
(+44) 77154688 44
alex.haseldine@xai-am.com

Aric Whitewood
(+44) 2045 3234 58
aric.whitewood@xai-am.com

Federico Fontana
(+44) 2038 9036 24
federico.fontana@xai-am.com

Free access for a limited time:
https://www.xai-am.com/macro-
research-publications

How We Think About Markets

Our strategy work has always tried to integrate three different time windows.

1) Secular Trends in asset prices driven mostly by structural change in the world
economy and the long term valuation cycle. Timeframe: years to decades.

2) The Global Cycle in production and trade, which drives intermediate trends in
equities. bonds and investor risk appetite. Timeframe: 36-40 months from trough to
trough.

3) The Short-Rub: dominated by news flow and positioning. economic data, policy shifts,
elections, positioning - which re-shapes market expectations. Timeframe: days to weeks.

We call this process Cycling Down the Secular Path: secular swings in asset prices tend
to be surprisingly persistent and often surprisingly linear, but the global production
cycle usually produces large fluctuations around the secular trend - as well as
overshooting of investor risk appetite at cyclical peaks and troughs. In our view, shorter-
term data surprises and policy events usually affect the path more than the ultimate
destination of the medium and longer-term cycle. And that can be true even for giant
shocks like the COVID pandemic.

In our experience the great investors typically think across all three time frames at once.
And while no one can forecast the future with any precision, this multi-time frame

approach can help make the future less surprising.

The underlying methodology can be described as follows:

. Understand the Past

. Imagine Possible Futures

. Identify Key Drivers and Events

. Choose and Quantify Most Likely Outcomes

. Update or Amend (based on incoming evidence)

Philosophically it’s very similar to the approach described by Philip Tetlock in his book
Super Forecasters. By definition it’s always a work in progress, and can never be
“finished”. But three aspects are especially important when thinking about markets.
First, itis better to be broadly right than precisely wrong, especially at key turning points.
Lots of detail is psychologically comforting but often a barrier to effective decision
making. Second, markets are forward looking which puts a premium on the ability to
make good judgements in real time, based on incomplete information. There is no
substitute for experience in doing that. And third, there are usually only a few moments
or themes in any year which make a big difference to investment outcomes. The never
ending challenge is to keep some mind space free to recognise them a little in advance.

Please refer to important disclosures and disclaimers at the end of this report. Investors should consider this report as only a single factor in making their investment decision.
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Disclosures

XAl Asset Management Limited is authorised and regulated by the Financial Conduct Authority as a Full-Scope Alternative
Investment Fund Manager, Firm Reference Number: 10592027.

This report was prepared by XAl Asset Management and its affiliates and is published and distributed by The Independent
Research Forum Ltd. The analysts named in this report are employees of XAl Asset Management providing consultancy services
to The Independent Research Forum Ltd. The content of this publication is available to XAl Asset Management and its investment
team and may influence XAl Asset Management’s investment decision making process.

Additional information will be made available upon request.

Analyst Certification and Disclosures

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the
analyst(s) with regard to any and all of the subject securities and companies mentioned in this report and (ii) no part of the
compensation of the analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendation or views
expressed by that analyst herein.

The analyst(s) named in this report (or their associates) does not have a financial interest in the corporation(s) mentioned in this
report.

Disclaimer

This report is for the use of intended recipients only and may not be reproduced, in whole or in part, or delivered or transmitted
to any other person without our prior written consent. By accepting this report, the recipient agrees to be bound by the terms
and limitations set out herein. The report is prepared for professional investors only whose business involves the acquisition,
disposal or holding of securities, whether as principal or agent and must not be re-distributed to retail clients. The information
contained in this report has been obtained from public sources believed to be reliable and the opinions contained herein are
expressions of belief based on such information. Except as expressly set forth herein or in recipient’s subscription agreement, no
representation or warranty, express or implied, is made that such information or opinions is accurate, complete or verified and
it should not be relied upon as such. Nothing in this report constitutes a representation that any investment strategy or
recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes
a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement, a
prospectus or other offering document or an offer or a solicitation to buy or sell any securities or related financial instruments in
any jurisdiction. Information and opinions contained in this report are published for the reference of the recipients and are not
to be relied upon as authoritative or without the recipient’s own independent verification or taken in substitution for the exercise
of the recipient’s own judgement. All opinions contained herein constitute the views of the analyst(s) named in this report, they
are subject to change without notice and are not intended to provide the sole basis of any evaluation of the subject securities
and companies mentioned in this report. Any reference to past performance should not be taken as an indication of future
performance. Except in the case of fraud, gross negligence or wilful misconduct, or except as otherwise set forth in recipient’s
subscription agreement, the firm does not accept any liability whatsoever for any direct or consequential loss arising from any
use of the materials contained in this report.
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