.« HEPTAGON
* . * Capital

European Focus Fund: Monthly Commentary

Fund Manager

Christian Diebitsch

o
Investment Objective

The Fund aims to deliver long-term capital appreciation by
investing in European equities. The Fund employs a high
conviction, bottom-up, low turnover, research driven
strategy with a focus on companies that exhibit
sustainable long- term growth.

Heptagon Capital
63 Brook Street, Mayfair,
London W1K 4HS

Tel: +44 20 7070 1800
Fax: +44 20 7070 1881
email london@heptagon-capital.com

Superior sales and earning power should continue to lead
to strong investment returns

Following on from most other months in 2021, European
equities registered another strong period in August. The MSCI
Europe NR (EUR) index advanced by +1.97%, reflecting a YTD
gain of +19.81%. Meanwhile, the Heptagon European Focus
Equity Fund continued to outperform its benchmark showing an
advance of 3.45% (i.e. +148bps above the benchmark) in August
and thus registering a gain of 28.19% in the YTD (i.e. +838bps
above the benchmark).

What has driven this strong performance is solid like-for-like
revenue growth of the Portfolio companies and - we believe -
the combined sales and earnings power of the Portfolio which
has led to continuous estimate upgrades by consensus. Against
this backdrop, we also construe that the price dynamics of
equities are gradually being restored to what must be
characterised as ‘normal, i.e. to an environment without central
bank intervention through QE-strategies and similar. In short,
we believe market participants are now factoring in a return to
an investment climate where central bank stimuli will gradually
be tapered. This should underpin an environment where top-
quality companies are valued on their superior attributes, such
as barriers to entry, global footprints, balance sheet strength,
consistent cashflow generation etc.; i.e. consistent with the
businesses that are held in European Focus.

The tables on the following page illustrate this point. We have
indexed the sales and profit streams from FY19, i.e. before the
pandemic, and applied the consensus growth rates of the
companies in the Portfolio and for Europe (i.e. the MSCI Europe
index) for FY20 and onwards. The FY20 column shows that while
the Portfolio’s combined sales grew by +2.0%, the MSCI Europe
index saw the region's combined sales fall by -19.0%. In a
similar fashion, the Portfolio's combined EBITDA and EBIT rose
by +9.1% and +11.6% respectively in FY20, while the MSCI
Europe index registered combined EBITDA and EBIT decreases
of -21.2% and -38.3% respectively.

Past performance is no guide to future performance, and the value of investments and income from them can fall as well as rise
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Expected sales and profit growth of European Focus and the MSCI by consensus

HEFEF FY19 FY20 FY2le FY22e MSCI FY19 FY20 FY2le FY22e
Sales = 2.0% 15.3% 8.3% Sales = -19.0% 8.8% 4.4%
EBITDA = 9.1% 26.4% 9.4% EBITDA = -21.2% 36.4% 5.0%
EBIT = 11.6% 63.8% 10.7% EBIT = -38.3% 98.1% 4.6%
HEFEF FY19 FY20 FY2le FY22e MSCI FY19 FY20 FY2le FY22e
Sales 100 102.0 117.6 127.4 Sales 100 81.0 88.1 92.0
EBITDA 100 109.1 137.8 150.9 EBITDA 100 78.8 107.5 112.9
EBIT 100 111.6 182.7 202.2 EBIT 100 61.7 122.2 127.9

Note: estimates as at 31 August 2021
Source: Bloomberg consensus and Heptagon Capital

Moving on to what is likely to be seen as the start of the pandemic recovery in FY21, the Portfolio as well as the broader
market should benefit from easy base-numbers for comparison. Against that backdrop, the Portfolio should see
stronger growth in sales than the market, according to consensus (+15.3% vs. +8.8% respectively). Although the EBITDA
and EBIT growth rates of the MSCI are higher than those of the Portfolio for FY21, due to the sharp drawdown in FY20,
the earnings power of the market still substantially lags that of the Portfolio. This point is illustrated in the second table,
where the combined ‘implicit EBITDA of the Portfolio is estimated at 137.8 vs. only 107.5 of the market for FY21 with the
corresponding numbers for EBIT at 182.7 of the Portfolio vs. 122.2 of the market. In other words, even if the market is
expected to generate higher profit growth than the Portfolio this year, the earnings power of the Portfolio is still vastly
superior compared to that of the market (as measured by EBITDA and EBIT). We construe that this point is reflected in
the strong YTD performance of the Portfolio compared with the benchmark index.

As the above tables show, the ‘power of compounding' sales and profits becomes even more relevant when looking at
the prospects for FY22. While consensus forecasts the combined sales of the Portfolio to grow by a further +8.3% in
FY22, i.e. putting the base for generating revenues at 127.4 vs. the pre-pandemic level, consensus forecasts the
combined sales of the market (i.e. the MSCl index) to grow by only +4.4%, which puts its base for generating revenues at
only 92.0 vs. the pre-pandemic level. Hence, even in FY22, consensus is still forecasting the base for generating sales in
Europe to be 8 percentage points below the pre-pandemic level. Applying the same line of reasoning to EBIT, the
earnings power of European Focus is expected to have more than doubled to 202.2, while the corresponding EBIT-level
of the MSCI is expected to remain at 127.9. Against this backdrop, we see it as entirely logical that top-quality
businesses should continue to be valued at premium-levels compared with the broader market.

What further confirms our confidence in the above analysis is comparing consensus expected growth rates from 31
August with those from 30 June, i.e. immediately before the 2Q21 reporting season. The tables on the following page
show how the FY21 estimates for the Portfolio have been consistently raised. When looking at the European market,
consensus estimated sales growth for FY21 has been revised down to +8.8% (from +10.8%), while EBITDA and EBIT have
been raised. The FY21 consensus estimate for EBIT growth of the market has been raised substantially +98.1% (from
+46.5%). However, the financial sector has around 15% weighting in European indices and we note that banks have
been releasing significant loan-loss provisions which were made during the pandemic in FY20.

Past performance is no guide to future performance, and the value of investments and income from them can fall as well as rise
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Expected growth rates as at 31 August 2021

HEFEF FY20 FY2le FY22e MSCI FY20 FY2le FY22e
Sales 2.0% 15.3% 8.3% Sales -19.0% 8.8% 4.4%
EBITDA 9.1% 26.4% 9.4% EBITDA -21.2% 36.4% 5.0%
EBIT 11.6% 63.8% 10.7% EBIT -38.3% 98.1% 4.6%

Source: Bloomberg and Heptagon Capital

Expected growth rates as at 30 June 2021

HEFEF FY20 FY2le FY22e MSCI FY20 FY2le FY22e
Sales 2.0% 12.9% 8.1% Sales -18.4% 10.8% 4.3%
EBITDA 9.4% 20.9% 9.9% EBITDA 221.1% 26.7% 5.8%
EBIT 13.4% 57.5% 11.2% EBIT -38.2% 46.5% 6.0%

Source: Bloomberg and Heptagon Capital

When looking at the individual stock price performances during August, we are pleased to note that some of our largest
positions, which made up 25% of the combined Portfolio by the end of August, generated the strongest performance
that month. Eurofins Scientific, advanced by +19.1%, ASML rose by +10.2%, Lonza increased by +9.9% and Novo
Nordisk appreciated by 8.2%. Meanwhile, the weakest in August, which made up 17% of the Portfolio, were: Coloplast
(down -4.9%), Hermeés (down -3.5%), Diageo (down -2.1%) and SGS (down -1.9%). We made one Portfolio change during
August; we divested our smallest position in the Fund, Serco. This means that European Focus consisted of 20
companies by the end of August.

We believe it is a fool’s game trying to predict exchange rates. However, given the Fed's commentary following the FOMC
meeting (27-28 July) and the recent remarks made by Chairman Jerome Powell during the Jackson Hole conference (26-
28 August) on the timing of the Bank's commencement of tapering and ultimately starting to raise interest rates, we
believe the current ‘direction of travel' speaks for a stronger USD vs. EUR. This should help to bolster sales and earnings
growth for an export-dependent region such as Europe. Consequently, with regards to the Heptagon European Focus
Equity Fund, we look forward to the coming months with confidence.

Christian Diebitsch, Fund Manager

Past performance is no guide to future performance, and the value of investments and income from them can fall as well as rise
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| Important Information

Past performance is not an indication or guarantee of future performance and no representation or warranty is made
regarding future performance. This communication is for information purposes only. It is not an invitation or
inducement to engage in investment activity.

The document is provided for information purposes only and does not constitute investment advice or any
recommendation to buy, or sell or otherwise transact in any investments. The document is not intended to be
construed as investment research. The contents of this document are based upon sources of information which
Heptagon Capital believes to be reliable. However, except to the extent required by applicable law or regulations, no
guarantee, warranty or representation (express or implied) is given as to the accuracy or completeness of this
document or its contents and, Heptagon Capital, its affiliate companies and its members, officers, employees, agents
and advisors do not accept any liability or responsibility in respect of the information or any views expressed herein.
Opinions expressed whether in general or in both on the performance of individual investments and in a wider
economic context represent the views of the contributor at the time of preparation. Where this document provides
forward-looking statements which are based on relevant reports, current opinions, expectations and projections, actual
results could differ materially from those anticipated in such statements. All opinions and estimates included in the
document are subject to change without notice and Heptagon Capital is under no obligation to update or revise
information contained in the document. Furthermore, Heptagon Capital disclaims any liability for any loss, damage,
costs or expenses (including direct, indirect, special and consequential) howsoever arising which any person may suffer
or incur as a result of viewing or utilizing any information included in this document.

The document is protected by copyright. The use of any trademarks and logos displayed in the document without
Heptagon Capital's prior written consent is strictly prohibited. Information in the document must not be published or
redistributed without Heptagon Capital's prior written consent.

For all definitions of the financial terms used within this document, please refer to the glossary on our website:
https://www.heptagon-capital.com/glossary.

I Risk Warnings

The Fund is subject to special risk considerations including geographic concentration risk, portfolio concentration risk
and operational risk. The investment return and principal value of an investment will fluctuate so that the investor’'s
shares, when redeemed, may be worth more or less than their original cost. Any investor should consider the
investment objectives, risks and charges and expenses of the fund carefully before investing. Where an investment is
denominated in a currency other than the investor's currency, changes in rates of exchange may have an adverse effect
on the value, price of, or income derived from the investment.

| SFDR

This Fund has been classified as an Article 8 for the purposes of the EU’s Sustainable Finance Disclosure Regulation
(‘'SFDR’). The Fund promotes environmental and/or social characteristics but does not have sustainable investment as its
primary objective. It might invest partially in assets that have a sustainable objective, for instance assets that are
qualified as sustainable according to EU classifications but does not place significantly higher importance on the
environmental objective of each underlying investment. Please see prospectus for further information on the Funds
environmental and/or social characteristics and relevant sustainability risks and principal adverse impacts which may
impact the Fund's performance.

Authorised & Regulated by the Financial Conduct Authority (FRN: 403304)

Past performance is no guide to future performance, and the value of investments and income from them can fall as well as rise
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| Disclaimers

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated
in any form and may not be used as a basis for or a component of any financial instruments or products or indices.
None of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain
from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not
be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information
is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating
any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation,
any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a
particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI
Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation,
lost profits) or any other damages. (www.msci.com)

The Global Industry Classification Standard (“GICS”) was developed by and is the exclusive property and a service mark
of MSCI Inc. ("MSCI") and S&P Global Market Intelligence (“S&P") and is licensed for use by Heptagon Fund plc. Neither
MSCI, S&P, nor any other party involved in making or compiling the GICS or any GICS classifications makes any express
or implied warranties or representations with respect to such standard or classification (or the results to be obtained by
the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability and fitness for a particular purpose with respect to any of such standard or classification. Without
limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or
compiling the GICS or any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or
any other damages (including lost profits) even if notified of the possibility of such damages.
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