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Fund commentary
Market developments

The Artificial Intelligence (Al) goldrush on one end and the US debt ceiling buzz killer on the other, resulted in flattish
global equity returns overall in the month of May (+2% in EUR, -1% in USD). Against a still uninspiring macro
background, the renewed tech frenzy on the back of NVIDIA's mind blowing guidance upgrade on splurging Al demand
caused in an even narrower market leadership amongst the Tech giants. Looking at the S&P500 alone, the Tech sector
alone contributed 8.2% points of the overall 9.2% return on the year. In fact, the largest five stocks in that index now
make up just under 25% of the index's market cap — the highest percentage since 1972(!). This seems unhealthy and
actually masks underlying caution in the broader equities space, where most sectors are trading in red so far this year.
Meanwhile, the US debt ceiling drama took out some of the market excitement. Tough discussions to craft a potential
deal around government spending kept many awake at times, but somehow never really led to sleepless nights,
arguing the political spats would be resolved one way or another. And indeed, at the last moment a compromise
agreement was reached, averting the doomsday scenario of an immediate US government shutdown, something
markets anticipated already. However, both the frantic reaction to the Al news flows and the calm with which the
markets approach the debt saga seems tricky to us, so to us it makes most sense to stick to our knitting in terms of our
Quality defensive positioning.

Largest holdings

Claiming the top spot as our largest active position remains Alphabet, which remains our favorite play within digital
advertising and search, which also seems well-positioned to benefit from the increased demand for Al in all layers of
the technology stack. In second place we find Eli Lilly, a large US pharma which one of the strongest track records in the
industry in terms of product innovation including in large therapeutic areas such as Alzheimer's disease, obesity and
diabetes. Third is UK pharma company AstraZeneca, enjoying one of the strongest product pipelines in pharmaceuticals,
while at the same time having low risk to patent expiries.

Performance

May turned out to be a decent month for our strategy with a slight excess return versus the benchmark. At the sector
level, Communication Services and Healthcare really stood out, while Industrials and Consumer Discretionary lagged
during the month. On a stock level, Alphabet was the largest performance contributor as it convincedly showcased the
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capabilities of it Al search engine, dismissing most concerns that arose after an earlier, rushed reaction to Microsoft's
Bing/ChatGPT plug-in, also illustrated by the fact Samsung is sticking with Google for search. In May, in the slipstream
of Al behemoth NVIDIA, also AMD joined the fanfare as its GPU, accelerator and MI300 capabilities are deemed critical
in the Al ecosystem. Meanwhile, in the Healthcare space, Eli Lilly continued its good run, helped by good test results for
its Alzheimer's drug Donanemab. Meanwhile the company is entering a period of multiple pipeline readouts as well as
launches of first of a kind drug compounds.

On the flipside, Finnish refiner Neste Oyj slipped on the back of Sweden's announcement to cut back on its biofuel
mandates. Given the importance of the Swedish market to Neste Oyj, accounting for about 20% of its renewable
biodiesel sales, it probably takes time for the company to re-allocate those volumes elsewhere. Though Neste Oyj is
well positioned to do this and continues to see strong demand for its biofuel products overall, the market takes a more
skeptical view for the moment.

Another detractor in the month of May has been Unilever Plc, where after a strong period, some question marks around
the sustainability of its pricing and volume growth has crept into the story.

Portfolio changes

During the month of May we have sold our remaining position in Capital One as we think there will be incremental
strain on the US consumer from tightening financial conditions. Other than that, we've only made some small changes
to stocks exposed to the China consumer such as Nike and Alibaba group as the recovery in this area continues to
disappoint, unfortunately. Instead, we've been adding a bit to safe havens Eli Lilly, Microsoft and Apple.

Management expectations

Although some Big Tech companies seem to have quintessential business models, parabolic moves up reminiscent to
the Dot.com run-up in the late 1990s keeps us wary. Too few shoulders carrying a lot of weight brings into question the
durability of the rally, hence broader market participation would be preferable. Moreover, the fact the US government
averted a last minute shutdown, does not mean we have an all-clear signal. Still many related risks around a debt rating
downgrade and liquidity issues in the banking system continue to loom large. Tiny wiggles in economic data points are
likely pieces of a broader slowdown process - part of the proverbial pig moving through the snake. Equity markets have
been buoyed by large liquidity flows for a while now including the $2trn US budget deficit acting effectively as stimulus
too, but we still find ourselves in a situation where this can unwind. Clearly pockets in spaces like Tech or healthcare
can escape such worries, butin generalit's the asymmetric downside to equities overall at this point that keeps us most
comfortable residing in the Quality corner of the market.
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