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Market recap
Bond and equity markets have a quarter to forget as the combination of high
inflation, central bank policy tightening and the war in Ukraine all weighed on
sentiment. At the start of the quarter, risk assets have been buoyed by hopes of
a ‘policy pivot’ (i.e., potential rate cuts by the Fed in the first half of 2023) but
that optimism evaporated following Fed Chair Powell’s comments at the
Jackson Hole Symposium in August. As the quarter progressed, Powell’s
language became even more hawkish; in September he told US reporters that
he wished there was a ‘painless’ way of containing inflation, but practically there
was no way of achieving this.
On the policy front, central banks ‘walked the walk’ as well as talking the talk,
with 150bps of hikes from the Fed, 125bps of tightening from the ECB (despite
the ongoing war in Ukraine and disruption to energy supplies) and a 100bps
increase in Bank Rate by the BoE. By the end of the quarter, futures markets
had priced in that US interest rates will hit 4.5% in 2023. On the inflation front,
‘headline’ inflation has started to moderate (largely reflecting softer oil prices) but
‘core’ inflation has remained stubbornly high, crushing the market’s preferred
notion that inflation would be very short-lived.
The quarter ended on a very downbeat note for bonds as a ‘fiscal event’ in the
UK brought complete chaos to Gilt markets, which are usually regarded as a
‘safe haven’ asset class. The trigger for the volatility was a slew of large and
unfunded tax cuts, plus concerns that the normal oversight provided by the
OBR and the Treasury had simply been ignored. Gilt yields soared and at the
end of the quarter, the BoE was forced to intervene in Gilt markets to support
prices (effectively restarting QE) in order to prevent defined benefit pension
schemes from becoming insolvent. We have provided our take on the turmoil in
the UK in the ‘Outlook’ section of this report.
Fund review
Portfolio activity in July included a reduction of our exposure to Canada. We
also lightened our exposure in the European periphery in Italy as highlyrespected PM Mario Draghi was forced to step down in late July after an
attempt to salvage his broad-based coalition failed.
At the close of business on 29 July 2022, the Fund changed its name to the
Sanlam International Inflation Linked Bond Fund. There is no change to the
portfolio, investment process or the investment team, but please note the new
ISINs, SEDOLs and new share class names which are available on our website.
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Fund review (cont.)
There were no significant changes to the overall shape of the portfolio in August. At the country level, we trimmed our positions
in Australia, Spain and New Zealand. We also took some money out of the UK as we expect this market to be structurally
challenged for the foreseeable future – although we had not foreseen the turmoil that would be unleashed by Chancellor
Kwarteng in late September.
The focus of September was to try and keep the fund as resilient as possible in an extremely challenging market environment,
particularly in the UK. In the European periphery, we took advantage of some relative value opportunities, recycling our positions
in the 10y area of the curve. In the corporate space, we reduced our position in Network Rail’s 1.375% 2037 bonds;
unfortunately, we had to fund some redemptions during the last month of the quarter and this was one of the corporate names
where we were able to find a relatively good bid.
Fund performance
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Performance attribution
For the quarter, the Fund produced a performance of -6.5% in Q3 (I GBP Base Acc share class). For context, the Bloomberg
Global Inflation-Linked Total Return index (hedged to GBP) produced a performance of -6.3%. Please note that we are
supplying the index data for informational purposes only and the Fund is not constrained by the index.
At the country level, we benefited from an underweight in the UK in Q3 as Gilt prices (both in the nominal and real space)
slumped as a result of the Chancellor’s ‘mini Budget’. In the European periphery, our selection decisions in Italy worked well,
adding 17bps to returns over the quarter. However, individual bond selection decisions in the UK were a drag on returns as our
favoured long duration corporate linkers were battered by the turmoil in UK ‘risk free’ rates, despite the credit fundamentals of
these bonds remaining sound.
In terms of duration buckets, we added significant value in the 2-5, 15-20 and 25-30 year effective duration categories.
However, our selection in the 35-40 and 40-45 year duration buckets weighed on returns. These long duration categories are a
very small percentage of the overall Fund (around 3% in total) but price action over the quarter was unprecedented in recent
decades.
At the individual bond level, the Fund benefited from not being exposed to some of the worst-performing UK Government
inflation-linked bonds; for example, not owning the 0.5% March 2050 linkers added 15bps to returns and not holding the
0.125% March 2044s added a similar amount to relative performance, underlining just how volatile these bonds have been.
Frustratingly, that (government-driven) volatility also weighed on our favoured corporate names in the UK, such as Network Rail,
which like all issuers of sterling-denominated inflation-linked debt prices relative to the UK inflation-linked yield curve.
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Outlook – Tom Wells’ take on the turmoil in Gilt markets
Looking back, the morning of 23 September 2022 was relatively calm. The UK Gilt market was ready for a "mini" Budget that
was to contain an energy price announcement and some tax changes. These were likely to result in additional supply of
government debt.

The promise to households to help them through a tough winter would need to be funded via the issuance of Gilts, and 10-year
yields had risen from 3.1 per cent to around 3.5 per cent through the week leading up to Friday morning.
The "mini" Budget would be one for growth, and the chancellor indicated it would lead to a 2.5 per cent trend rate of real GDP
growth over the medium term. There were more tax cuts than had been anticipated, which surprised the economics profession
and the market, the details of which are well documented elsewhere.
The Debt Management Office was expected to issue around £130bn of government bonds this fiscal year. However, following
the "mini" Budget, gross issuance is now expected to be closer to £190bn and in the following fiscal year, it could be closer to
£220bn.
Remember that the price to the government/taxpayer of the energy price cap is open-ended and the ultimate cost of this policy
will be dependent on the price of gas in the wholesale markets, this year and next.
That seems significant, even if it stood by itself – and of course, that wasn’t the only issue. Aside from the question of whether
these measures will indeed create 2.5 per cent real GDP growth over the medium term, the fundamentals do not present an
overwhelmingly attractive proposition for investors buying these new gilts – remember that 25 per cent of the gilt market is held
in foreign hands.
Why the turmoil?
Unfunded cuts to government revenue; substantial additional supply into a market that has already had a very challenging year;
the Bank of England due to commence selling gilts back into the market; and, of course, very high levels of inflation were all set
against a backdrop of a forecast imminent recession.
These are just some of the reasons why the gilt market fell on Friday following the Treasury’s announcement – the 10-year yield
marched higher, closing the day at 4.1 per cent.
Over the weekend of the 24 and 25 September, market participants digested the news while the chancellor seemed to ‘double
down’ on the bet, suggesting in media interviews that further tax cuts would come in due course. Consequently, the selling
pressure continued at 8am on Monday 26 September and through Tuesday, with yields on the 10-year gilt reaching 4.5 per
cent.
Bond prices are more sensitive to changes in yields if they have a longer maturity. The longest nominal UK bond matures in
2073 and the trading price for this bond fell more than 30 per cent between Friday morning and Wednesday morning. The
inflation-linked equivalent also maturing in 2073 has more sensitivity to yield changes due its longer duration and the price of this
instrument fell 62 per cent over the same period as yields surged.
It is hard to overstate exactly how extreme these moves are. The excess volatility and sheer speed with which these yields rose,
in what should be a relatively stable market, caused the BoE to step in on Wednesday 28 September. The pension industry was
suffering, and a mismatch between assets and liability opened up quickly, raising margin calls that prompted further gilt sales to
fund margins, exacerbating the situation.
The BoE released the brake, pausing its quantitative tightening programme, and simultaneously slammed the accelerator and
initiated a new unsterilised quantitative easing programme.

The immediate effect of this action was a rally unlike anything seen in a developed world government bond market. The 2073
nominal gilt rallied 41 per cent from its lows into the close; the 2073 inflation-linked gilt more than doubled in price terms.

FOR PROFESSIONAL INVESTORS ONLY.

Outlook – Tom Wells’ take on the turmoil in Gilt markets (cont.)
Yes, you are right in what you are probably thinking now: QE should, all things being equal, add to inflation; it is stimulative.
Adding to the UK’s inflation problem in the same week the BoE was due to tighten monetary conditions extends both the
government and the BoE’s troubles.

Why is the central bank turning 180 degrees and seemingly making the inflation problem worse? In short, to stop the UK
government bond market from imploding.
Now there appears to be relative calm in the debt markets again, attention turns to the currency. Sterling is weak and has sold
off aggressively since Friday.
A model used by the BoE suggests that for every 10 per cent depreciation in the currency (on a trade-weighted basis), UK
inflation could increase by around 1.5 per cent at the headline level.
What’s a bond investor to do?
How should investors navigate this market? In our opinion, an allocation to very short-term nominal gilts makes a great deal of
sense and avoiding credit spread in what is likely to be a recessionary environment. Yields have risen in anticipation of more rate
hikes from the BoE, designed to suppress inflation expectations. The short-end recommendation means that the bonds will
mature in the near future and allow the investor to roll the cash proceeds into another short-term gilt and potentially benefit from
an even higher yield.
The other asset class that deserves a place in a portfolio is longer-dated inflation-linked gilts. Given the recent turmoil, these gilts
now offer investors true protection from inflation; real yields – that is, the yield available after the effects of inflation – are positive
for the first time in a decade.
Align a financial liability or a retirement date with the maturity date of inflation-linked bonds and investors can preserve their
capital in real terms, which means the asset class can be particularly useful in financial planning.
Please feel free to contact us using the details below if you have any questions.
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Important information
The Fund will invest in debt and debt-related securities. The government or company issuer of a bond might not be able to repay either the
interest or the original loan amount and therefore default on the debt. This would affect the credit rating of the bond and, in turn, the value of
the Fund. If long-term interest rates rise, the value of your shares is likely to fall. The Fund may invest in companies based in emerging
markets, which may involve additional risks due to greater political, economic, regulatory risks, among other factors. Financial derivative
instruments may be used for the purpose of hedging and efficient portfolio management. There is a risk that losses could be made on
derivative positions or that the counterparties could fail to complete on transactions.
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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