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Key takeaways-

- Nvidia and Cheddar Cheese up 40%
- The calm before or after the storm? resilient markets, nervous investors.

June and summer have finally hit us here in Zurich. Markets too seem to be encountering
a mirage against the future direction of interest rates, inflation, and liquidity. Are
we returning to the old normal of sub trend growth and 2% inflation? The return of
liquidity? Stickier inflation etc and, as usual, a lot of news flow across the economic,
political, geopolitical, and social spectrums.

As the S&P500
Bl remained unchanged for
May the action was all
within the index. The
new darling of the stock
market, NVIDIA, posted
a +36.3% move with
the wooden spoon going
to Advance Auto Parts

o5 o : e at -41.9%. NVIDIA is at
the vanguard of the Art|f|C|aI Intelllgence (AI) revolution. Undoubtedly it is a
revolution, but history is brutal and shows these darlings seldom stay in the
spotlight. The first graph looks at a variety of stocks through their Price/Sales ratios and
highlights how ‘special’ Nvidia currently is.
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Just as Nvidia stole the headlines recessionary concerns remain resolute. Germany has
officially entered a recession over the month with very weak consumption data.
Other proxies for global demand remain weak including South Korean exports -15% this
year.

The second graph highlights the Institute of Supply Management (ISM) manufacturing
survey which languishes at Covid levels. It's the same picture across the ISM service
sector too. These are priced into markets today. Indeed, it's been a turbulent few years
with the COVID demand shock (2020), the stimulus driven rebound (2021) then reality
hitting home in 2022. For what it's worth we remain of the opinion that we have been in
a mild ‘recession’ for quite a while (despite robust labour markets) and markets reflect
this. However, we're cautious of the narrative that Nvidia (and gang), via AI, are the
elixir to the productivity issues and hugely deflationary.

Invention, adoption, #ISM Manufacturing PMI SA - Last Price 47.1
and change take time.
We read recently that it
took 48 years after the
invention of the first tin
can for the can opener
to be invented. For the
steering wheel on a car,
it was 8 years and for
sliced bread it was 30 2
years after the standard Ioaf of bread was sold. AI is advancing at breakneck speed

Inflation is falling but there remains a huge current cost of living crisis. The faster
prices fall the better. Inflation is psychological and will affect consumption, capex
spending and savings. The official narrative isn't however clear.
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“We now understand better how little we understand about inflation ™ Jerome Powell
“If inflation is not controlled the Fed will have to do a lot more * Fed Bullard

UK food prices as highlighted by Cheddar Cheese (+39%), eggs (+37%), Milk (+33%)
and potatoes (+28%) over the last 12 months are examples of the pressure on the
consumer. Add in mortgage costs, energy bills etc and the squeeze is real.

mFederal Reserve Bank of New York Global Supply Chain Pressure Index (GSCPI) - Mid Price - | H OWGVE r, p rOd u Ce r
High on 12/31/21

vera 11 B prices are collapsing.

Low on 04/30/23

Spanish PPI a year
ago was running at
+40%. For April it
was -4.5% yoy. The
third chart from the
NY Federal Reserve
highlights the collapse
in the pressure on
global supply chains.
So short term we expect inflation to continue to fall. However,.... We remain concerned
structurally of the end game. There is too much debt. The banking system is
beginning to creak at the seams, politicians, due to the political system, only seek re-
election and ultimately the money needs to be repaid. Do we see a continued kicking of
the can down the road or are we witnessing the start of financial repression. It matters
as the issuance of debt is deflationary but money creation (banks being forced to lend) is
inflationary.

In other news Florida governor Ron DeSantis has announced his presidential candidacy.
Biden tried and failed several times for the Presidency so it's not judgement day for
DeSantis’s political career but it's important AS A KiNG,
given he needs to defeat Mr Trump. MR oLy

« BUT AS AN
Checking William Hill, the UK based
bookmaker the odds for next year’s
Presidency are - Biden is 11/8, Trump 9/4,
DeSantis 4/1, Robert Kennedy Jr 16/1,
Kamala Harris and Nikki Haley both at 28/1.
Place your bets.

Broadly we remain underweight in equities.
The full effect of interest rate hikes is only
beginning to develop. Ultimately, we believe
stocks are bottoming and are looking for opportunities to get bullish. Over the month we
did increase the beta of the portfolio by adjusting exposure in emerging markets and
technology. Going forward we have, and are, adding niche investments which fit our
strategic themes, and which don’t require as much of a binary bet on many of the issues
discussed.

Owrmc/

J.Loudoun

ROVS Investment team.
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DISCLAIMER

This advisory note is provided by REYL Overseas Ltd, an independent affiliate of the REYL
Group, duly registered as an independent adviser with the SEC.

The information and data presented in this advisory note are given for informational
purposes only and are not to be used as, or considered to be, an offer or solicitation to
buy, sell or subscribe to any securities or financial instruments.

This information does not take into consideration the specific investment objectives,
financial situation or particular needs of any person that enters into a relationship with
REYL Overseas Ltd which must be done by written agreement. The value and income of
any securities or financial instruments can go up as well as down. The market value of
securities or financial instruments may be affected by changes in economic, financial or
political factors, time to maturity, market conditions and volatility, or the credit quality of
any issuer or reference issuer.

REYL Overseas Ltd does not render or offer to render personalized investment advice in
this advisory note. REYL Overseas Ltd may only transact business or render personalized
investment advice in those States where it is registered or where an exemption or exclusion
from such registration exists.

Foreign currency rates may have a positive or adverse effect on the value, price or income
of any security or related investment. Many factors may affect the value of a financial
instrument, and accordingly, investors effectively assume all risks and may receive back
less than they had originally invested.

Past performance should not be taken as, and is not, an indication or guarantee of future
performance and no representation or warranty, expressed or implied, is made by REYL
Overseas Ltd regarding future performance.

Any information contained on this advisory note does not constitute the investment policy
or strategy of REYL Overseas Ltd or an investment recommendation, but merely the
different assumptions, views and analytical methods of those who prepared it. The
information, opinions and estimates expressed in this advisory note reflect a judgment as
of its original publication date and are subject to change without notice.

Proprietary papers and writings are the opinion of REYL Overseas Ltd. Other articles, links,
and information contained herein are obtained from sources REYL Overseas Ltd believed
to be reliable. Although all reasonable care was taken in gathering the information and
formulating the opinions contained herein, REYL Overseas Ltd does not make any
representation whatsoever as to its accuracy or completeness. Accordingly, REYL Overseas
Ltd accepts no liability for any loss arising from the use of this note, which are made
available for information purposes only.

This advisory note 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.

Clients should consult their adviser with regard to any questions they may have. Please
be aware that there are risks associated with all investments and investment strategies.
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