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3 / Early August 2018 Market scenario: General comment
The Capital Observer, August issue, published 7th August 2018, page 6
Last month, we expected the ongoing rally on equity markets to push higher until late July / early
August, yet we concluded our introduction by stating that having followed the risk asset rally up
for the last 18 months, we were getting ready to pull the “Take-profit” trigger towards end July.
We could not exclude a further Growth extension into the Fall, but believed that by now, the
risk/reward perspectives would certainly be worth adopting a more defensive stance. Today, we
confirm all of the above and reiterate our cautious warning. Indeed, our long term graphs on
the S&P500 Index, on defensive sectors vs the market, on Oil and on the US Dollar suggest that
the reflationary environment in place since early 2016 may be coming to an end and that we are
indeed probably on the verge of a defensive cross asset shift: Long Term Yields are topping out,
the Yield Curve continues to flatten, Equity to Bond ratios seem stretched, Credit has already
started to deteriorate and Defensive Equity Sectors seem to be getting ready to outperform
over the next 3 to 5 quarters.
Shorter term, we expect a first sell-off on equities between now and late August / early September,
then a new upside retest probably led by Growth and Defensive sectors, possibly into October,
at the latest into early November. Defensive sectors should make new highs, while we are not
convinced the rest of the market will. This will depend on the depth of the upcoming August selloff and the strength of the subsequent rise into the Fall. For now, we re-iterate our view that at
current levels, the risk/reward on risk assets seems stretched and that profit taking and shifting
to more defensive profiles is probably justified.
As for reflationary assets, including Emerging markets, Financials or Commodities, we believe
they are still in sell-off mode. Indeed, the US Dollar remains strong for now, probably for
another 2 to 3 weeks. Coming late August/September, we expect the EUR/USD to bounce. This
could trigger relief rallies in the reflationary assets mentioned above. Yet, these profiles are not
leaders in the market any more, and their rebounds will probably be limited.
Finally, longer term, we don’t believe the extension on Growth and Defensives profiles during the
Fall will be as strong and long as the one we experienced in H1 2017. By November, we would
expect a true risk-off environment to settle in, probably until next Spring at least. Treasuries, the
Yen, Gold, the US Dollar and defensive assets in general should then widely outperform the risk
assets space.
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4 / Early July 2018 Market scenario: General comment
The Capital Observer, July issue, published 10th July 2018, page 6
Last month, we suggested that equity markets should continue to stabilize during June, and
that from end June, they could start to accelerate up again for a last leg higher into late July /
early August. This last move up is developing as we write, and we still expect it to push higher
into the 2nd half of July. Some developed markets will make new highs, others may retest. We
would suggest to use this Summer rally to take profit and reduce risk. Indeed, this is not a market
for Buy and Hold equity investors anymore, and we believe that equity markets could soon enter a
period of correction to the downside that could last between 12 and 18 months, and bring down
the S&P500 Index by 20 to 35 % for example. More generally, we believe that the cross asset
environment will soon turn much more defensive (from end July). The yield curve should start
to flatten quite aggressively, long term yields should top out in the US while they continue
lower in Europe, Equity to Bond ratios are also topping out, and Credit spreads should continue to
accelerate up. On the sector front, we would start to overweight Defensive profiles from months’
end, would reduce exposure to Big technological stocks, which are inherently “high beta” and
could underperform in a widespread market correction. As an alternative, Biotech probably looks
interesting from end August into the Fall.
Looking towards Emerging markets and China, we believe that the conjunction of a higher
US Dollar with industrial commodities (energy and base metals), which are topping out, will
gradually reverse most of the 2017 – 2016 gains within a 12 to 18 months' period. Indeed, the
“reflation trade” in place since early 2016 seems to be coming to an end, and the deceleration
phase that follows, will be accompanied by lower commodities, lower emerging markets and a
higher US Dollar. The process is already underway. The Dollar bottomed out against the majors
in February and despite the recent Italian political crises and the devaluation of the Chinese
Yuan, its first leg up may not be over yet. During July, we expect the Euro to hold on slightly
longer, while commodities attempt a last move up and emerging markets perform a dead
cat bounce. Coming late July / early August, we expect these trades to reverse down again,
probably towards mid / late August as risk assets more generally start to sell-off. September
and October may then see a weak growth extension, some defensive sectors may make new highs,
but probably not the main indices, the US Dollar may retrace some, China and Emerging markets
may bounce, and Gold will start to move up. Coming November, we expect risk assets to resume
lower again as the environment will become even more defensive. This will bring renewed support
to the US Dollar, to the Yen, to Gold, to Treasuries and Bunds as well as to Defensive sectors vs the
market, as Investors flee to Safety, probably into Spring 2019 and beyond.
To conclude, after having followed risk assets up for the last 18 months, we will finally be pulling
the “take -profit trigger” on most of them by the end of this month. We cannot exclude, further
Growth extensions into the Fall, but believe that at current levels, the risk/reward relationship is
certainly worth adopting a more defensive stance, first into late Summer, and then into Spring
2019.
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5 / Mid June 2018 Market scenario: General comment
The Capital Observer, June issue, published 13th June 2018, page 6

Over the last two of years, we have been of the view that the strong uptrend on equities, which
started in early/mid 2016 would probably meet an important top at some point between the
Spring and the Summer of 2018. We still expect this projection to materialize along with the 12 to
18 months correction on risk assets that could follow. The sharp sell-offs, we have recently seen on
some Emerging Markets as well as in Southern and Eastern Europe are probably the first shocks to
appear and should be taken as early warning signs. The topping process will probably extend into
mid Summer. Shorter term, and in the aftermath of the Italian Political crisis, equity markets
have managed to stabilize. We would expect them to continue to do so during June and start
to resume their uptrends for a last leg up towards mid July, perhaps early August. Stronger
markets such the S&P500, the Nasdaq, the Nikkei, the FTSE, the CAC40 or the DAX will probably
continue to make new highs for this cycle (all time highs for most), while others will attempt to
rebound.
More generally, our assessment of the current cross asset environment would confirm that a
topping process on Equity markets may be nigh. Indeed, we believe that we are late in the business
cycle (which probably bottomed 2.5 years ago in late 2015 / early 2016) and that the rallies since
last Summer on commodities and US long term yields are typical of such a late stage environment.
Long term yields outside of the US have probably topped out already in Q1, US yields will
probably follow during the Summer, along with Oil and then Copper towards late Summer. In
the meantime, the FED remains committed to its tightening spree. In addition to the rate hike
expected today, one at least, perhaps two more rate hikes are still planned for this year. With the
reversal we expect on US long term yields, flattening of the US yield curve is inevitable. It will
probably lead to inversion towards early next year, and will accompany the deceleration of the US
economy we expect from late Summer.
As for the Dollar, it is balanced between late cycle residual inflationary pressures in the US (which
are fading) and economic deceleration elsewhere, in Europe especially. The US should manage
to hold up its positive momentum into mid Summer, while Europe continues to decelerate.
This should be positive for the US Dollar until then (targets between 1.14 and 1.10 EUR/USD
towards August following the current bounce, which probably dies out between now and late
June). Coming this Fall, the US may face its own deceleration and the Euro could then stabilize
and may rebound into year-end. Our longer term view is that by early next year, the business
cycle will have probably turned, that inflation expectations will have subsided, and that any further
political/economic instability in Europe, or elsewhere, will be very positive for the US Dollar on
Flight to Safety concerns. In the meantime, from this Fall, the deceleration theme will gradually
gain traction. It will favor all defensive assets such as the Yen, Gold, Defensive Equity sectors, Bond
proxies or Treasuries.
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General Disclosure
This document or the information contained in does not constitute, an offer, or a solicitation, or a recommendation to purchase or
sell any investment instruments, to effect any transactions, or to conclude any legal act of any kind whatsoever. The information
contained in this document is issued for information only. An offer can be made only by the approved offering documentation,
especially the prospectus of the Fund mentioned herein. The prospectus may only be distributed in accordance with the laws
and regulations of each appropriate jurisdiction in which any potential investor resides. The investments described herein are not
publicly distributed.
This document is confidential and submitted to selected recipients only. It may not be reproduced or passed to non-qualifying
persons or to a non professional audience.

This document is only made available to professional clients and eligible counterparties as defined by the Financial Conduct
Authority. The services of Diapason may be restricted in some jurisdictions to persons who are professional clients and institutional
investors. In such case, they are not available to retail clients and are not subject to the same protections afforded to retail clients.
To the extent that this message concerns such products and services, then this message is communicated only to and/or directed
only at professional clients and institutional investors and the information in this message about such services should not be relied
on by any other person. For distribution purposes in the USA, this document is only intended for persons who can be defined as
“Major Institutional Investors” under U.S. regulations. Any U.S. person receiving this report and wishing to effect a transaction
in any security discussed herein, must do so through a U.S. registered broker dealer. The investment described herein carries
substantial risks and potential investors should have the requisite knowledge and experience to assess the characteristics and
risks associated therewith. Accordingly, they are deemed to understand and accept the terms, conditions and risks associated
therewith and are deemed to act for their own account, to have made their own independent decision and to declare that such
transaction is appropriate or proper for them, based upon their own judgment and upon advice from such advisers as they have
deemed necessary and which they are urged to consult. Diapason disclaims all liability to any party for all expenses, lost profits
or indirect, punitive, special or consequential damages or losses, which may be incurred as a result of the information being
inaccurate or incomplete in any way, and for any reason. Diapason, its directors, officers and employees may have or have had
interests or long or short positions in financial products discussed herein, and may at any time make purchases and/or sales as
principal or agent. Certain statements in this presentation constitute “forward-looking statements”. These statements contain the
words “anticipate”, “believe”, “intend”, “estimate”, “expect” and words of similar meaning. Such forward-looking statements are
subject to known and unknown risks, uncertainties and assumptions that may cause actual results to differ materially from the
ones expressed or implied by such forward-looking statements. These risks, uncertainties and assumptions include, among other
factors, changing business or other market conditions and the prospects for growth. These and other factors could adversely
affect the outcome and financial effects of the plans and events described herein. Consequently, any prediction of gains is to
be considered with an equally prominent risk of loss. Moreover, past performance is not a guide to future performance and
investment may result in loss of capital. As a result, you are cautioned not to place undue reliance on such forward-looking
statements. These forward-looking statements speak only as at the date of this presentation. Diapason expressly disclaims any
obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained herein to reflect
any change in Diapason’s expectations with regard thereto or any change in events, conditions or circumstances on which any
such statement is based. The information and opinions contained in this document are provided as at the date of the presentation
and are subject to change without notice.

Electronic Communication (E-mail)
In the case that this document is sent by E-mail, the E-mail is considered as being confidential and may also be legally privileged.
If you are not the addressee you may not copy, forward, disclose or use any part of it. If you have received this message in error,
please delete it and all copies from your system and notify the sender immediately by return E-mail. The sender does not accept
liability for any errors, omissions, delays in receipt, damage to your system, viruses, interruptions or interferences.
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Copyright

© Diapason Commodities and Currencies (DC&C) / Diapason Commodities Management UK LLP (“Diapason UK”)
Any disclosure, copy, reproduction by any means, distribution or other action in reliance on the contents of this document without
the prior written consent of Diapason is strictly prohibited and could lead to legal action.

MANAGEMENT JOINT TRUST SA
Disclaimer, No warranty, Copyright
Management Joint Trust SA is an editor of on-line financial graphics platforms as well as an independent research company. The
information and graphics in this publication represent the opinion of Management Joint Trust SA and are not intended to be a
forecast of future events and this is no guarantee of any future result. Nobody can predict the future and thus fluctuations of
market prices (including market crashes). Past trends are not necessarily signs of future trends. Management Joint Trust SA warns
you of the risks involved with any financial transactions (for example on stocks, bonds, raw materials). Derivatives or foreign
exchange trades entail even greater risks. You need to be aware that chances of winning are in no way guaranteed and potential
of losses may be very significant. As a reader of this publication or a user of our websites, you must take into consideration, as
you select investments, of this uncertainty. This publication or any information provided through Management Joint Trust SA’ s
websites do not constitute a solicitation or offer, or recommendation to acquire or dispose of any investment or to engage in any
other transaction. Any reference to a transaction, trade, position, holding, security, market, or level is purely meant to educate
readers about our methodology as well as possible risks and opportunities in the marketplace and are not meant to imply that any
person or entity should take any action whatsoever without first evaluating such action(s) in light of their own situation either on
their own or through a professional advisor. To establish its statistical analysis, Management Joint Trust SA relies on data provided
by first class outside providers; however, Management Joint Trust SA does not guarantee you the permanence of such supply, nor
its content. More generally, Management Joint Trust SA, their members, shareholders, employees, agents, representatives and
resellers or partners do not warrant the completeness, accuracy or timeliness of the information supplied in this publication or
on its websites, and they shall not be liable for any loss or damages, consequential or otherwise, which may arise from the use
or reliance of the any information or content in this publication or available on the Management Joint Trust SA’s websites. Hence,
neither you can nor may hold for certain analysis and interpretations provided in this publication or by our websites. Any financial
transaction you may instruct is at your own risks. You can not claim nor obtain from Management Joint Trust SA compensation
or indemnification for your damages (for example, incidental or consequential damages, losses, unrealised gains, liabilities,
Management Joint Trust SA’s service fee). If a person or entity does not believe they are qualified to make such decisions, they
should seek professional advice. The prices listed are for reference only and are in no way intended to represent an actual trade.
This information is not a substitute for professional advice of any nature, including tax, legal, and financial. While we believe the
information contained herein to be accurate, all numbers should be verified by the reader through independent sources. Again,
trading securities, options, futures, or any other security involves risk and can result in the immediate and substantial loss of the
capital invested and every reader/recipient is responsible for his or her own investment decisions. The employees, officers, family,
and associates of Management Joint Trust SA may from time to time have positions in the securities or commodities covered in
its publications or on its websites. Corporate policies are in effect that attempt to avoid potential conflicts of interest and resolve
conflicts of interest that do arise in a timely fashion. MJT is the owner of all its brands and websites (especially www.mjt.ch, www.
mjtsa.com or any related websites). These are protected by intellectual property rights, among other copyright, trademark and
competition rights. As reader of this publication or a user Management Joint Trust SA’s websites, you acquire no rights on the
various softwares, services, and information made available by Management Joint Trust SA. In particular, you do not acquire
ownership rights. You undertake especially not to: a) Copy, save, reproduce, publish, post, transfer, transmit, exploit or distribute
in any way data or components produced or any information or content made available by Management Joint Trust SA (including
but not limited to its publications, its software, Internet pages and graphic displays); b) Mention or use in any non-purely private
way the name Management Joint Trust SA or any of its trademarks, its or their logos, its or their texts and graphic displays; c)
Interfere with or modify data or components published or edited by Management Joint Trust SA (including but not limited to its
publications, software, Internet pages and graphic displays); d) Use Management Joint Trust SA in a way not consistent with its
natural purpose; e) Access Management Joint Trust SA in an illegal way or without having filled the requested questionnaires,
accepted these Terms and Conditions paid the requested fees. These Copyright and Trademark provisions mentioned above do
not limit your right to print on paper, for your personal/private use only, pages of this publication or any other content produced
by Management Joint Trust SA that you are interested in. Professional use of the printed pages is however strictly forbidden.
Similarly you are forbidden to resell these pages. If you want to use any content produced and edited by Management Joint Trust
SA not for your personal/private use, you must obtain in advance from Management Joint Trust SA a written authorization by
writing to:
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Diapason Commodities and Currencies
20 North Audley Street
London, W1k 6WE
UK
+44 207 290 2260

Management Joint Trust S.A.
Rue de Hesse 1
P.O.Box 5337
1211 Geneva 11
Switzerland
+41 22 328 93 33
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