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The strategy delivered a solid +3.3% during 3Q21 against a
background of low global equity returns of +0.6%.
The recent equity market correction resulting from a rapid rise
in US yields has highlighted the challenges facing an expensive
and highly concentrated US equity market. It reinforced our
belief that the “easy money” policies implemented by the
Federal Reserve since the GFC have created a significant
feedback loop into equity prices and valuations. Low rates,
inflows into passive equity ETFs, high sector concentration in
technology and growth companies are in our opinion, all related
and “two sides of the same coin”.
Our contention is that the natural rate of interest, which has
been suppressed for many years now, may eventually reassert
itself since some of the imbalances created by ultra-low rates
have become too large. It is, as always, impossible to say what
might be the trigger for such a readjustment but there are
plenty of candidates today. This includes overvaluation in
pockets of the US equity markets; rapid rises in inequality and
its associated political implications; a clear shift to more fiscal
spending and potentially higher rates of inflation.
Since non-US equities and value as a style have
underperformed for such an unusually long period of time, we
believe that seeking diversification into non-U.S. equity
markets and across many styles such as value, cyclicals and
quality should help deliver above average returns over the next
10 years. In this context, the Listed Private Assets strategy is
well placed to benefit from such a change in market
leadership: both value and income plays have a lot of
ground to cover to return to a more balanced valuation
equilibrium relative to other factors.
As far as the inflation vs. deflation debate is concerned, there
are many competing narratives prevailing around this topic in
the markets today. Investors that have seen the inflation
dynamics of the early 1980s have constantly overestimated the
risks of inflation over the past 15 years, while investors whose
careers started after the 1990s have a habit to underplay the
potential risks of inflation. We take a more pragmatic approach
and believe there are merits on both sides of these arguments;
however, if one focusses on the actual data, evidence of price
inflation has been piling up over the past few weeks. From
goods, to wages, to energy and rent; the direction of travel
seems clear to us. Of course, policy makers are spending a great
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deal of time reassuring markets and signalling that these price increases are transitory in nature.
If you however consider the disruption to global supply chains resulting from the pandemic, we doubt that this can get
resolved as quickly as some commentators would like you to believe. We have all become accustomed to relying on
highly complex supply chains that are very hard to both understand and control. They have become fragile as a
result of our relentless search for efficiency and cost reductions. The pandemic has highlighted many of these
issues with chronic supply chain constraints developing across many sectors from semiconductor manufacturers, to
transport and commodities. The impact of the pandemic will have a profound effect on the future of supply chains and
globalisation. As previously discussed, globalisation has, for the past forty years, been an incredible force supporting
ever lower prices and deflation.

We believe that the pandemic, together with ESG considerations (faraway supply chains are regularly the source of
controversies for many large international corporations) will force many companies to rethink supply chains in
order to build more resiliency in the system. These changes have the potential to impact many countries and
industries as a need for reliability will reshape the current network of relationships between manufacturers, suppliers
and their customers.
One of the key beneficiaries of the above trend concerning the need for more resilient supply chains has to be logistics
assets. This is an area of the market within our real estate allocation that we have had an overweight position in for
some time. The need for these type of assets has not only benefited from the shift into more online retail, but also the
necessity of building larger and better inventory management capabilities in order to create resilience to
supply shocks.
Despite the correction witnessed in September, our positions in Tritax Eurobox, Tritax Big Box and Segro Plc have
been some of the top contributors to performance during Q3 with respectively a +5.7%, +9.1% and +9.8% total return
for this period. Considering the trends highlighted above, the supply and demand dynamics in this asset class are highly
supportive for our companies. The enormous demand for these large warehouses (Big Box) simply cannot be
balanced given the limited supply and the significant time and capital needed to build new capacity. Tritax’s set
of results for the first half of the year were well ahead of market expectations and the management team’s foresight in
securing a pipeline of land / building opportunities now looks like a very smart move.

Source: AIC/Morningstar (04/10/21)
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Looking at the corporate activity within our investment universe, mostly LSE listed investment companies, 2021 is
already a record year in terms of activity, particularly in the secondary market. As many of our investors know, we look
to actively participate in both primary (IPOs) and secondary issues in order to build positions over time. Most of our
portfolio companies come to the secondary market to raise equity financing in order to buy new assets. Companies
with a strong pipeline of opportunities will tend to come regularly to the market for further equity raising, which
enables us to grow with the company and often has the positive effect of increasing liquidity meaningfully. A good
example of this activity in the portfolio has been our allocation to the digital infrastructure company, Digital 9. We
invested in this company at the IPO back in March 2021 when the management raised £300m in order to acquire assets
with medium to long-term contracted (20 years with indexation) revenues: subsea fibre, data centres, terrestrial fibre,
tower infrastructure and small cell networks (including 5G). Shortly after the IPO the company completed the
acquisition of Aqua Comms a platform owning and operating some of the most reliable and resilient transatlantic
subsea fibre systems which are the very backbone of the internet (98% of the world’s data is carried by sub-sea
cables). Digital 9 provides a perfect example of our approach to managing the Listed Private Assets strategy which can
be summarised in the following way:
✓ Identifying a quality management team
✓ Operating in a specialist/niche asset class
✓ Significant pipeline of opportunities
✓ Short investment period (J-curve)
✓ Offering income through long term cashflows often indexed to inflation
Like many of our other holdings, we view Digital 9 as an acquisition platform which tends to focus on smaller assets
(when compared to the very large players), which the company can buy at lower multiples, and after consolidating, it
might potentially then be attractive for a very large buyer in the long run. This is a blueprint that has been successfully
employed by the likes of 3i Infrastructure and Segro Plc which are in the portfolio today.
One of our latest additions to the portfolio is Home REIT Plc. The investment objective of the company is to deliver
inflation-protected income and capital growth over the medium term for shareholders; they achieve this through both
funding the acquisition and creation of homeless accommodation across the UK. The accommodation assets are let or
pre-let on very long inflation-linked leases to registered charities, housing associations, community interest companies
and other regulated organisations. Government funding for each person housed is paid for by the local authority under
the provision of uncapped ‘exempt’ housing benefit due to pastoral care needs. This funding covers 100% of the cost of
care and the cost of housing and is paid for by the Department for Work and Pensions. The ‘exempt’ designation allows
the charities and housing associations to recover the full cost of their additional services to support the individuals and
families under their care and to facilitate a reintegration into society.
We met the management during the initial IPO in October 2020 when they raised £240m. Given the small size and its
low liquidity, we have preferred to wait on the side-lines and look for an opportunity to get exposure as the company
grows over time. The company raised £350m in a secondary issue in September which more than doubled its market
capitalisation and significantly increased its daily volume, thus enabling us to participate in this capital raise at a
discount to the market price. This investment has also had the additional benefit of being a clear impact strategy given
that it was set up to alleviate homelessness and support vulnerable people.
In terms of transactions for the quarter, our main activity was focussed on taking profits or reducing the weight of
names that we deemed expensive (i.e. trading on a premium to NAV) and re-allocate to cheaper opportunities. Our
average discount / premium has fluctuated within a tight range over the past few months with around 3% each side of
the net-asset-value. Since inception, the portfolio has traded on a weighted average discount of approximately -3.7%.
We take a pragmatic view with respect to discounts and premiums in the portfolio, acknowledging that some assets,
given their quality and scarcity, deserve a premium. Furthermore, we also consider the fact that there often is a tradeoff between a large discount available on a name and its underlying liquidity. We therefore use more of a “barbell
approach” with some discounted names, and some names trading above (within reason) their net asset values.
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Looking forward, we continue to believe that real assets, backed by cashflows (often indexed to inflation) will offer a
compelling risk-reward profile over the months to come. If the latest increase in energy prices proves more permanent
than many investors anticipate, real assets and income-oriented strategies should get a chance to shine and
outperform other sectors of the market that have been so dominant over the past 10 years.
We would like to thank all our investors for their trust and support.
Arnaud Gandon, Portfolio Manager
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I 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 utilising 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.

I SFDR
The Fund takes sustainability risks into account within the investment process, and this is disclosed in accordance with
Article 6 requirements of the Sustainable Finance Disclosure Regulation (‘SFDR’) in the Fund’s prospectus. However, the
Fund does not have as its objective sustainable investment and does not promote environmental or social
characteristics for the purposes of the SFDR. Sustainability risks may occur in a manner that is not anticipated by the
Sub-Investment Manager, there may be a sudden, material negative impact on the value of an investment and hence
the returns of the Fund. As a result of the assessment of the impact of sustainability risks on the returns of the Fund,
the Sub-Investment Manager aims to identified that the Fund may be exposed to sustainability risks and will aim to
mitigate those risks.
Authorised & Regulated by the Financial Conduct Authority (FRN: 403304)
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I 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 ICAV. 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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