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Overview
So, Trump’s back. And this time, it's personal...

Who are we kidding? It has always been personal with Trump; nothing like using the Oval Office to settle
old scores. But there’s definitely a sense that this time, there are no seatbelts or guardrails or adults in the
room. Perhaps no surprise given the relationship between him and Viee-President-Special Government
Employee Elon Musk* - someone who thinks more chaos is always better.

In hindsight, the first two months of 2025 have made December 2024 seem a long time ago. Back in those
days, stock markets were focused on the interest rate environment. But central bank caution in the US,
Europe and UK meant that the festive month finished with a bit of a slump - although not enough to take the
gloss off a year where most equity markets saw double-digit total returns.

The first half of January was all about Al, and in particular, DeepSeek. A side-project of a Chinese hedge-
fund billionaire, DeepSeek demonstrated that Al results didn't need lots of super-microchips - which led to
some very different reactions in the prices of the big US tech companies. Understandably, the chipmakers
like Nvidia and Broadcom saw sharp falls in value - but so did Microsoft and Alphabet, who have beenrelying
on the high cost of entry to keep competition away. The laws of capitalism still apply - if you have a big pie,
someone else is coming to take a slice!

Of course, all of that became just a footnote to the new President. After a thankfully peaceful inauguration,
the fireworks started. Trump’s machine gun production of Executive Orders each day has left the world
braced for a new surprise at breakfast time. We're up to 76 orders as of the start of March; more than one a
day, including weekends! Tariffs, obviously. But also, leaving the World Health Organisation. Declassifying
the files on JFK. And, of course, stopping using paper straws; “they break, they explode”.

On tariffs, the announcements have been in line with what was said before the election. Big, sweeping
tariffs on all trading partners, which might then be up for one-on-one negotiation in the future. The
immediate effect will be inflationary for US citizens, in an environment that’s much less acceptable than it
was eight years ago.

The unexpectedly big shift has been in US policy towards the Ukraine. As we write this, the world is still
digesting the ramifications from the Trump/Zelenskyy meeting at the White House. Will it prompt a break-
up of NATO? Or will it foster a sense of European unity, and joint focus on defence? What does it mean for
American guarantees in places such as South Korea and Taiwan? These are big questions, and right now,
there are no answers.

*Musk’s genuine job role - which allows him to work for the US Federal government for only 120 days a year -
which must be a relief for the four or five other companies he's also CEO of!
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Caveat though. We've often said that you shouldn’t pay attention to politics when investing. And it's true. It
just never feels true in the moment. In Trump’s first term, it was the economics (plus COVID) which dictated
the outcomes for markets. But at the time, everything felt important and scary -remember North Korea?
So, ourinclination is to take a deep breath or three and focus on the fundamentals.

And fiscally, it's not actually a bad picture. Our economic models are suggesting that there’s at least

as much to be happy about as sad. Consumer confidence isn’t high, but retail sales remain robust, and
manufacturers are seeing an increase in orders. And, if there is a period of sluggish growth, households and
companies have some of the highest cash balances this century, and the lowest debt service costs(less
true for governments, admittedly).

In the markets, there's certainly been a shift away from the big US companies, with investors perhaps
taking some of their profits and recycling into cheaper options (after all, if the world starts to get a little
uncomfortable, it's the big winners who have furthest to fall). So, we've seen the NASDAQ down around 5%
this year while the UK, French and German stock markets are up by nearly 10%. It's far too early to suggest
that thisis a genuine rotation away from the US equity market - but it does imply that some investors are
looking for an excuse to cash in their tech chips and reallocate.

7IM portfolios have done quite nicely so far this year - getting paid our income on our bond allocations and
having some significant non-US equity holdings which have benefitted from the rotation so far. We're not
seeing lots of glaring threats nor any particularly juicy opportunities. Which is just fine.

Core investment views

Whisper it, but we might be heading back to a more conventional world for economic cycles. As manufacturing
restarts thanks to reshoring and defence spending, the established patterns of growth and demand should
reassert themselves.

Andin those patterns, the economic world spends most of the time between extremes. There will be a mixture
of good and bad data, and policy responses; but only rarely will these result in large market shifts.

Over the next 12 months, we expect to see economic growth to be positive but slowing as rate rises and
political uncertainty weigh on confidence. We wouldn't be surprised to see US GDP growth at 2%, rather than
2.8%, for example. But 2% isn't bad! We'd also expect to see investors re-engage with businesses outside the
tech sector - which probably means looking further afield than the United States. So how should we invest for
aworld which isn’t at extremes, and where diversification is rewarded?

Happily, that's what our portfolios are built for - letting market forces do the work. Spreading our allocations
widely before there's areason to do so - because by then, it will be too late. So, despite the scary headlines,
we've seen no reason to cut equity allocations. And we haven't felt the need to suddenly sell all of our US tech
stocks, because we've been diversifying away from them for some time. The first few months of 2025 have
made us look like smart short-term asset allocators - but really, thisis along-term process that’s just starting
to play out.

As we said last quarter, we want to act like ducks. Go with the current most of the time, look for opportunities
but not at the expense of doing something stupid. The world’s ok. Some companies are cheaper than others.
Make sure you've got some of those, as well as the recent winners. See you next quarter!
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Tactical Asset Allocation

Headline risk allocations, reflecting 6-12 month macro outlook

Neutral: Most fundamental economic signals are around neutral; concerns
around high valuations are balanced with a robust outlook for economic growth.
Our model signals suggest that there aren’t any obvious risks or opportunities to
position for.

Equity

Small overweight: Government bonds are, for the first time in over a decade,
offering a real yield that's compelling. In addition, they offer protection during
market downturns. However, given some of the political implications for inflation,
we prefer caution against a larger position.

Government Bonds

Diversification Evidence-based diversifiers, which outperform through multiple market cycles

A diversifying strategy with a higher expected return than market-cap weighting
US Equal-weight over the long term, with recent underperformance accelerating the likelihood of
that outperformance being frontloaded.

Responsible portfolios often have a tilt towards the growthier parts of the market
as they screen out value companies in sectors like energy, tobacco or defense.
However, not all value companies are bad, so we use a strategy that holds
responsible companies what are currently underappreciated by the market.

Global Value

Mispriced areas of the market with the potential to deliver meaningful excess

Tactical Opportunities returns

As governments around the world embark on green investment strategies,

Climate transition leaders they will turn to existing private sector businesses for expertise and execution.
Whether it's cleaner concrete, more efficient recycling, or battery tech, there are
opportunities for the current leaders.
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7IM Responsible Choice long-term themes

Portfolio themes

The World is Getting
Warmer

Environment Social
Governance Focus

Automation and
Digitalisation

Evolving Consumption

Global impact

Comment

Climate change is one of the biggest threats that humanity faces in the future. Without drastic
action, the planet will warm by more than the 1.5% level agreed at the Paris Agreement. Clean
energy opportunities will emerge through solar, wind and hydropower. Control of energy
supplies is becoming increasingly important - governments are only going to invest more
money in the area.

Companies are cleaning up their business models (even if not helping directly with climate
change), such as when a bank cuts the use of paper, or an airline goes lower carbon.

Companies are designing products/solutions which improve processing, connectivity and
production and help clean up the world. Think Al, electric cars, food chain technology and
supply chain management.

Companies looking to design their products around consumption that fits health and wellness,
the circular economy, travel and experiences and consumer lifestyles.

Impact investments are those that lead to a material and measurable improvement in
environmental and social problems. The Bluebay Impact Aligned Bond Fund is a global
corporate bond fund that invests in both ESG-labelled bonds (green and social bonds) and
bonds issued by ESG leaders. We also have the Amundi Emerging Market Green Bond fund,
which helps finance much-needed environmental projects in emerging markets.
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Asset allocation changes
At the March Model Rebalance, 7IM have taken a number of actions:
 Closed out the overweight to Healthcare companies.

« Added to the US Equal Weight position.

Manager changes
This quarter, we have added the following holdings to portfolios:

« Added XTrackers S&P 500 Equal Weight Scored & Screened UCITS ETF. This position has been added to
portfolios to implement our tactical position in taking a more diversified approach to US equity.

« Removed the Regnan Global Impact Solutions Fund. Unfortunately, the performance of this Fund has
suffered recently and, therefore, we reallocate back to European, UK and US equities.

« Replaced the Amundi USA SRI Fund with the iShares USA ESG Fund to give us broader exposure to the
US market. The iShares still excludes the industries we want to avoid and tilts towards those companies
managing the environmental and social risks they face.

Please note: All of the comments in this document refer to the models we run on the 7IM platform, but the
models are also available on a range of other platforms. As much as possible, we try to replicate the models we
run of the 7IM platform across all platforms, but due to differing security availability, not all of the points outlined
in this document may be relevant across these platforms. If you are unsure whether certain changes apply to
models on a specific platform, please reach out to a member of the team.

The past performance of investments is not a guide to future performance. The value of investments
can go down as well as up and you may get back less than you originally invested. Any reference to
specific investments are included for information purposes only and are not intended to provide stock
recommendation or investment recommendations to individual investors.

www.7im.co.uk
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