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Overview

If, at the start of 2025, you had been presented with a list of the events which have occurred so far, you'd
probably have expressed a sense of caution when it came to portfolios. Global trade wars, US military
interventionin Iran, Ukraine-Russia tensions still bubbling, new cyberattacks seemingly every week, rising
temperatures creating crop issues (that's why chocolate is so expensive at the moment!)and a whole lot
more... not things to inspire confidence.

And yet, 8 months into the year, stock markets are continuing to make new highs - not just in the US, but in
the UK and Europe too. In August, even China has joined the party, with the onshore market rallying by 10%
in the space of a few weeks. What's going on?

Well, it's another reminder that politics and newsflow don’t impact reality as quickly as they impact the
headlines. Investors who are paying attention to the fundamentals underlying the business sector are
seeing quite a healthy picture. Consumption hasn't been as struck by tariffs as expected, helped by massive
stimulus policies across the world and a falling interest rate environment. Inflation in food prices might be
high, but industrial goods haven’t seen the same trend - the oil price is around the lows of the last 4 years,
for example.

And something which isn't really discussed, companies are in an incredibly strong financial position;
interest payments are the lowest they've been for twenty years (see below for the US) - canny financial
directorslocked in low rates in the past decade and are now reaping the benefit.

Net interest payments by non-financial US Corporates
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As always, there are some areas of the market which look expensive (tech stocks in particular), and others
which are unloved and inexpensive. Our diversified approach to investment means we're tilting towards the
latter areas; whether that's in the UK, Europe and Emerging Markets. So far this year, these have helped
boost returns for portfolios, and we see no reason for that to change.

Spreading our investments across the world also means avoiding an overconcentration in any one currency
- in particular, the US Dollar, which may well be at the start of an extended period of weakness (one of
Donald Trump's explicit aims).

While there's no need to be complacent about a benign outlook, we also don’t see too much of aneed to
worry - so a neutral stance on both equities and bonds makes the most sense at the moment, alongside a
little bit of cash in case any opportunities emerge.

Core investment views

In the past few years, diversification has been punished. Now, we are starting to see different drivers of
portfolio return and finally, diversification is being rewarded.

In 2025 so far, we have not seen one specific trade dominate market returns, but a varied sprawl across
regions and sectors. Given this broad and varied sprawl, despite the noise, multi asset investors have had a
pretty good year so far.

Over the next 12 months, we expect:

Economic growth to be positive but slowing as we start to see political uncertainty, longer term impact of
higher rates starts to eat at global growth, particularly when it comes to the weary consumers out there.

Businesses are robust, and in the short term have managed to weather any trade concerns or the impact of
any future tariffs.

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. Finding sectors or regions that have not felt the love over the
last decade remains key to ensuring a diversified approach to investing and looking away from some of those
concentrated areas of the market.

So how should we invest for a world 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 aggressively cut equity allocations - around neutral’s just fine. And we haven't felt the
need to suddenly sell all our US tech stocks, because we've been diversifying away from them for some time.
The first half of 2025 has made us look like smart short-term asset allocators - but really, thisis along-term
process that's just starting to play out.

In anincreasingly uncertain world, with various regions starting to decouple and go their own way,
diversification is the best (only?!)answer. We've been doing it for more than two decades, and we absolutely
believe it will deliver.
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Tactical Asset Allocation

Equity

Government Bonds

Diversifiers

US Equal-weight

Put-Selling

Alternatives

Tactical Opportunities

Global Financials

Communication Services

Headline risk allocations, reflecting 6-12 month macro outlook

Neutral: Economic data is still noisy in the short-term; whether through the
whiplash of tariff-on/tariff-off or the scarcity of data. Given that equity markets
are now mostly positive on the year, our signals suggest there’'s no need to reach
for risk. A neutral position, in the context of broad diversification, should be fine
for the summer.

Neutral: In uncertain times, defensive assets can prove useful - even if it's not
obvious exactly when. While some people are worried about rising government
debt burdens, we still believe that in times of stress, safe-haven assets will
deliver. Getting paid for protective assets is never a bad idea - even if disaster
doesn't happen. It is important to note that we hedge the currency of all of our
quality fixed income back into Sterling.

Evidence-based diversifiers, which outperform through multiple market cycles

A diversifying strategy with a higher expected return than market-cap weighting
over the long term, with recent underperformance accelerating the likelihood

of that outperformance being frontloaded. A sensible, simple way to maintain
exposure to the US, without over-exposure to the huge tech stocks, which are
starting to be the most volatile parts of the index.

Another diversifying strategy focused on generating income through selling put
options on the S&P 500 Index, as a means of earning premiums, aiming for stable
returns with reduced exposure to equity volatility.

Diversified basket of strategies which aren’t correlated to bonds or equities.
Continuing to deliver cash-plus returns while markets are stable, but will tend to
perform best during dislocations.

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

returns

Investors and analysts are finally becoming more interested in financial
companies (European banks have beaten big tech over the last two years!).

And why wouldn't they? Banks and insurers have rock-solid balance sheets,

and there's a LOT of money sloshing around in the financial system. Despite the
recent good performance, there's still a decades-worth of lost ground to make up
on the wider market.

Demand for connection and content aren't going anywhere - and should continue
to grow alongside the global economy. Lots of the big businesses are well run,
with low-debt and solid cashflows, and they’ll be the businesses who benefit from
Al, without necessarily spending billions to develop it.
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Asset allocation changes
At the September model rebalance, 7IM has undertaken the following changes to portfolios:

«Small reduction to duration in portfolios, preferring shorter dated holdings and a diversified spread of fixed
income holdings.

- Smallincrease to equity beta, primarily through Emerging Markets and Japan
« Reduction to Credit exposure for lower risk profiles

- Removal of Consumer Discretionary sector position in favour of additions to Communication Services.

Manager changes
This quarter, the following holdings have been introduced to portfolios:

« Added the Amundi S&P 500 Il UCITS ETF to add extra diversification to the US equity allocation for passively
implemented models

«Introduced two new strategies provided by JPM for use in 7IM models. 7IM have full control over the
underlying exposures, allowing us cheaper and more timely execution of existing sector and equity premium
positions. For more information, please contact us

« JPM UK Equity Plus has been added to Active portfolios as a complementary strategy to sit alongside the
existing managers in this space.

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

Seven Investment Management LLP is authorised and requlated by the Financial Conduct Authority.
Member of the London Stock Exchange. Registered office: 1 Angel Court, London EC2R 7HJ. Registered in England and Wales number 0C378740.



