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Market recap
Despite a rally in July on hopes of a Fed ‘policy pivot’, global equities had a
poor Q3 as they were buffeted by concerns over inflation, monetary policy
tightening by central banks and the ongoing war in Ukraine. For the quarter,
the MSCI World index returned -6.2% in US dollars. However, the slump in
the pound versus the dollar (and a number of other currencies) propelled the
MSCI World to a 2.1% gain In GBP terms.
At the MSCI World sector level, it was a tough quarter for many areas of the
market, with the ‘bond proxy’ sectors (real estate and utilities) performing
particularly poorly amidst soaring ‘risk free’ rates. Communication services
also had a weak quarter. On a more positive note, energy continued to
outperform the wider market and financials (particularly banks) were buoyed
by higher rates, which are supportive of banks’ net interest margins.
Stylistically, growth outperformed value in Q3 2022 although for the YTD
value remains well ahead of growth. In broad terms, most asset classes had
a very tough quarter; commodities (-4.1% in USD) were a relative
outperformer.
Fund review
Over the quarter the Sanlam Global Artificial Intelligence Fund produced a
performance of +0.4% (I GBP Base Acc share class – source: Morningstar).
The Fund is not managed against a specific index or sector. Over the last 12
months, the Fund has produced a performance of -23.3% in GBP (source:
Morningstar).
In terms of our positioning, we maintained our relatively low-turnover, highconviction investment approach, but made some changes in our portfolio
holdings at the security level. These are detailed below.
In July, we added a position in ZoomInfo Technologies, a leading market
intelligence platform for sales, marketing, operations and recruitment teams.
There were no new positions added and no complete exits in August,
although we continued to switch our position in JD.com from the ADR to the
locally-listed stock.
In the last month of the quarter, we exited our position in Western Digital
(WDC) and re-started a position in Netflix. For the semiconductor sector,
consumer headwinds are growing, and for the industry as a whole data
released in September was below average when compared to long-term
seasonal trends. We are also concerned that in some sectors, such as
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Fund review (cont.)
autos, there has been double ordering of semiconductors due to the supply chain problems earlier in the year and this will lead
to a build-up in inventories as end-demand weakens. For WDC specifically, the investment pillars have weakened; in line with
our investment process, we have cut the entire position.

Netflix remains the global leader in online streaming and the YTD declines in the share price have allowed us to re-start a
position at very attractive valuation levels. At scale, NFLX subscriptions enjoy very high incremental margins (c. 80-85%) which
means that there is good margin upside over the longer term. The ad tier rollout and measures to mitigate password sharing
should provide further catalysts for the shares.
Fund performance
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Performance contribution analysis
Looking at the stock level data over Q3, the Fund benefited from its holdings in MercadoLibre (MELI), Tesla (TSLA) and Axon
Enterprise (AXON), with all three holdings posting GBP total returns in excess of 28%. MELI delivered very encouraging results
and its MercadoPago payment solution is seeing widespread adoption, particularly outside of the MercadoLibre market place.
Net revenues for MELI climbed 56.5% year over year and unique users rose from 76 million in the second quarter of last year to
84 million. Payment transactions rose nearly 73% year on year. Tesla enjoyed a strong rally from late June until mid-August.
TSLA delivered a Q2 EPS and total revenue beat in July. Admittedly, Q2 results were buoyed by some non-auto factors, but the
outlook for the auto business should improve as production ramps up (management predicts record H2 production) and the
business continues to reduce costs. The company is also continuing to improve its AI capabilities which will enable FSD (Full Self
Driving). Interest in Tesla’s energy products remains strong and above the current production rate. Axon delivered a beat on
revenues and earnings at its Q2 results and raised its full-year revenue outlook.
Weaker performing holdings over the quarter included our positions in Baidu, JD.com and Halliburton. The shares of both Baidu
and JD.com faced headwinds due to concerns that Chinese companies listed in the US could be forced to de-list, although
these concerns eased somewhat in late August when the China Securities Regulatory Commission and US Public Company
Accounting Oversight Board (PCAOB) announced that they had reached an initial agreement for cooperation on inspecting the
audits of US-listed Chinese companies. The PCAOB said it planned to have inspectors on the ground in China by midSeptember and would make a decision in December on whether or not China was still obstructing access to audit information.
Earlier in August US-listed Chinese shares had struggled after a high-profile hedge fund announced that it had exited a number
of Chinese companies, including Baidu and JD. Halliburton delivered a 7% EBITDA beat for its Q2 and the shares traded in a
range for much of the quarter, but they declined in the latter part of September amid concerns that slowing economic growth
could result in weaker oil demand and a weaker outlook for oil services and related areas. To date, declining commodity prices
have not affected activity, but Halliburton’s management acknowledged that this is a potential risk if oil declines into the $50s
per barrel.
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Outlook
Equity valuations have declined significantly this year but earnings have yet to collapse. Admittedly, there have been some highprofile profit warnings recently from US bellwethers such as FedEx, Ford and GE, but for the time being Wall Street remains
largely sanguine on earnings. The Q3 earnings season will be crucial; if earnings remain resilient and the market can begin to see
something that looks like ‘peak Fed’, then there is every reason to believe that equities can begin to stabilise. Prior to the
beginning of September, there was seemingly little left to derail equities (there was already war in Europe, very high inflation and
a cost-of-living crisis and of course aggressive central bank tightening), but as the six-sigma event in the UK government high
bond markets showed, there is always the risk of an unforeseen calamity – although some might prefer to label the UK’s malaise
as avoidable incompetence. The ‘fly in the ointment’ could be that in recent years investors have flocked to highly illiquid assets
(e.g. in private markets) in order to chase returns; on down or ‘risk off’ days, high-quality quoted assets may suffer as they are
the only things that can be liquidated quickly and relatively easily.
Despite the bleak comments from Powell in September, in the US, it is fair to say that the US consumer is in better shape than
in many other countries. Crucially the US mortgage market is fixed for very long periods so existing homeowners don’t have to
deal with the huge moves in mortgage rates that are being seen in places like the UK. The high-end US consumer in particular
looks relatively immune from everything that is happening. Falling gasoline prices have also provided a useful tailwind in recent
months. Outside the US, the outlook for the consumer unquestionably continues to deteriorate, particularly in consumer
electronics where markets for handsets and PCs are weak and likely to remain so.

Overall, the environment is undoubtedly tough for equities, but there’s no evidence yet of any deterioration in top-line numbers.
We live in a truly strange world at the moment and that is unlikely to change in the immediate term.
For investors with the ability to block out all the ‘noise’ and allocate to genuine secular long-term growth, the Global AI Fund is
now trading at 5x EV/Sales – that is to say the same multiple as the equity market. There is no evidence at all that corporate
transformation programmes are slowing down – quite the opposite in fact. In the longer term, this provides a very favourable
backdrop for the theme and the Fund.
Meanwhile, innovation in AI continues at a blistering pace. Google has just unveiled AudioLM. This can create natural-sounding
speech and music after being prompted with just a few seconds of audio. Eventually, AudioLM could be used to auto-generate
music to accompany videos. AI is also helping to facilitate computational advances and specifically to improve the computational
capabilities of semiconductors; improved computational ability means less consumption of energy, a crucial issue for data
centres and the wider IT industry as it seeks to reduce energy usage and mitigate climate change.
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Important information
The Fund may invest in shares of companies listed on stock exchanges in the United Kingdom, and outside the United Kingdom, exchange
rate fluctuations may cause the value of investments to go down as well as up. Investing in companies based in emerging markets may
involve additional risks due to greater political, economic, regulatory risks, among other factors. The Fund may invest in derivatives for the
purposes of efficient portfolio management and hedging.
The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance
is calculated for the portfolio and the actual individual investor performance will differ as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax. All terms exclude costs. Fluctuations or movements in exchange rates may cause the
value of underlying investments to go up or down. Do remember that the value of participatory interests or the investment and the income
generated from them may go down as well as up and is not guaranteed, therefore, you may not get back the amount originally invested and
potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of
a portfolio. The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their
mandates. Collective Investment Schemes are traded at ruling prices and can engage in borrowing and scrip lending. Collective Investment
Schemes (CIS) are generally medium to long term investments. A schedule of fees and charges and maximum commissions is available on
request free of charge from the Manager, the Investment Manager or at www.sanlam.co.uk. A full summary of investor rights can also be
found online at www.sanlam.com/ireland/Documents/SAMI%20Shareholder%20Engagement%20Policy.pdf. Documents are provided in
English.
This document is marketing material. Issued and approved by Sanlam Investments which is authorised and regulated by the Financial
Conduct Authority (FRN 459237), having its registered office at 24 Monument Street, London, EC3R 8AJ. The UCITS Management
Company has the right to terminate the arrangements made for the marketing of funds in accordance with the UCITS Directive.
The Fund is a sub-fund of the MLC Global Multi Strategy UCITS Funds plc, a company incorporated with limited liability as an open-ended
umbrella investment company with variable capital and segregated liability between sub-funds under the laws of Ireland and authorised by
the Central Bank. The Fund is managed by Sanlam Asset Management (Ireland) Limited, Beech House, Beech Hill Road, Dublin 4, Ireland,
Tel + 353 1 205 3510, Fax + 353 1 205 3521 which is authorised by the Central Bank of Ireland, as a UCITS Management Company and
Alternative Investment Fund Manager, and is licensed as a Financial Service Provider in terms of Section 8 of the South African FAIS Act of
2002. Sanlam Asset Management is a registered business name of Sanlam Asset Management (Ireland) Limited. Sanlam Asset
Management (Ireland) has appointed Sanlam Investments UK Ltd as Investment Manager to this Fund.
This document is provided to give an indication of the investment and does not constitute an offer/invitation to sell or buy any securities in
any fund managed by us nor a solicitation to purchase securities in any company or investment product. It does not form part of any
contract for the sale or purchase of any investment. The information contained in this document is for guidance only and does not constitute
financial advice.
The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and
expense accruals. Trail commission and incentives may be paid and are for the account of the manager. Performance figures quoted are
from Sanlam and are shown net of fees. Performance figures for periods longer than 12 months are annualized. NAV to NAV figures are
used. Calculations are based on a lump sum investment.
Please note that all Sanlam Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any
offering is made only pursuant to the relevant offering document, together with the current financial statements of the relevant fund, and the
relevant subscription/application forms, all of which must be read in their entirety together with the MLC Global Multi Strategy UCITS Funds
plc prospectus, the Fund supplement and the KIID. All these documents explain different types of specific risks associated with the
investment portfolio of each of our products and are available free of charge from the Manager or at www.sanlam.ie. No offer to purchase
securities will be made or accepted prior to receipt by the offeree of these documents, and the completion of all appropriate documentation.
Use or rely on this information at your own risk. Independent professional financial advice should always be sought before making an
investment decision as not all investments are suitable for all investors.
“Deemed authorised and regulated by the Financial Conduct Authority. The nature and extent of consumer protections may differ from
those for firms based in the UK. Details of the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a
limited period while seeking full authorisation, are available on the Financial Conduct Authority’s website.” (Notes 1, 3 and 4)
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