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Equity markets were rattled throughout April given a myriad of factors driving uncertainty. The ongoing conflict in
Ukraine - and the economic sanctions it entails - are weighing on the energy market. China’s zero-Covid policy
and possible lockdowns in some of the world’s largest commercial hubs threaten further disruption to supply
chains. If that were not enough, central banks of most developed economies have set in motion monetary
tightening at levels not seen in decades, effectively ending the paradigm of ultra-easy money that has been in
place since the Great Financial Crisis of 2007.

The short-term impact has been immense: Global equities, measured by the MSCI All-Country World Index,
retracted by -8.7% in sterling terms during the year through 9t May. The toll has been especially heavy on
investors’ former tech darlings. While the S&P 500 returned -7.8% this year, the NASDAQ - its growth-heavy
counterpart - produced -18.4% in the same period. In this perfect storm of uncertainty and rising yields, bonds
did not provide shelter either: Bloomberg’s Global-Aggregate Bond Index lost -12.4%.

Inflation on their minds

While the Russian war and Chinese Covid worries captured the headlines of news outlets across the globe,
inflation is the topic remaining on most investors’ minds. The good news is that the pace of price increases have
likely peaked in the US: a deceleration of the Chinese economy and steadily falling used car prices ought to put
downward pressure on oil prices; and the ongoing shift of consumer demand from goods to services should give
supply chains some reprieve. As a result, US Core Consumer Price Index (which strips out food and energy prices),
is expected to drop to 6.2% from its March reading of 6.5%.
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The bad news is that the consumption of goods and oil-related commodities such as motor fuel or airline fares,
whose prices are expected to retract strongly from their pandemic highs, make up a rather small portion of the
Consumer Price Index.

Prices for shelter however - with rent making up 32.7% of an average American’s monthly expenditure - at this
point shows no sign of slowing from their most recent growth of 5.0% year-on-year. While house prices are not
expected to accelerate significantly from here, the rent derived from real estate tends to be “sticky” and will likely
prevent inflation from returning to central banks’ 2% target in the coming months. To avoid a dreaded wage-price
spiral, the Fed is expected to aggressively tighten monetary policy, cool down the red-hot economy, and ease the
price of everything from property to groceries - a delicate balancing act between reigning in inflation while at the
same time ensuring a recession is not triggered in the process.

Inflation expectations remain anchored

However, investors’ expectations towards monetary tightening - projecting another eight hikes to a target rate of
3.0% by the end of this year - may well be overblown. Breakeven rates, an indication of inflation expectations
over the next ten years, have already come down from their recent heights and remain anchored around the 3%
mark. As price pressures ease naturally over the coming months the Fed may find itself with breathing room to lay
off its most aggressive hiking path, giving both equity and bond markets some reprieve.

There is no recession on the horizon

Much like ourselves, the International Monetary Fund (IMF) is not expecting a recession in 2022 or beyond. While
growth is going to slow in response to tighter monetary conditions, most major economies remain exceptionally
robust: balance sheets remain strong for corporates and consumers, financing conditions are still loose by
historical standards, and industry analysts continue to forecast record earnings and margins.

Bottom Line

There is much moving in markets, some of which is described above. As always, we choose to rely on our
investment process to guide our investment decisions. Itis currently telling us the following:

+ The economic outlook remains robust judging by the forward-looking indicators we measure. Recession
does not appear on the horizon, even in Europe, and economies are likely strong enough to absorb higher
rates and a gradual “normalisation” of monetary policy. Purchasing Managers’ Indices (PMI) for most major
global economies are in expansionary territory. While financial conditions are tightening, it remains relatively
easy and cheap for most households and companies to borrow money. Jobs are plentiful. Corporate revenues,
earnings and margins are all at (or near) record territory.

* Valuations had been our biggest source of concern coming into this year but have moderated, as prices
for equities have fallen this year while earnings expectations have remained anchored or even risen, leading to
affordable if not cheap assets compared to their own recent history. Equities remain more attractive than
government bonds, where the real yields remain negative (albeit less so). It is also worth remembering that
equities tend to be a better hedge against inflation than bonds, as are commodities.
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* Momentum for equities remains unequivocally negative. Much air has come out of valuations and
continues to drive equity prices lower. We are closely monitoring the situation and are prepared to act should
the momentum of any asset class swing back into positive territory.

* Sentiment in markets is neutral but has deteriorated sharply over the past weeks, mainly impacted by
negative equity outflows. Over-bearishness would provide a strong buying signal; however we are not there
yet.

On the balance of the factors above, we continue to maintain a Neutral stance to risk. We still believe the case for
risk-taking is supported given the strong economic backdrop. However, increasing volatility and negative
momentum give us cause for concern. We continue to hold a stable of diversifiers (cash, government bonds, gold,
hedge funds and a Tail Risk Protection Note) in order to help offset downside risk.

As ever, we are constantly monitoring markets. Should conditions change, particularly with regards to the
economic regime or signals from our valuation, momentum and sentiment framework, we will adjust our asset
allocation accordingly.
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PROCESS AND CONVICTIONS

our VaMoS™ framework puts our
investment philosophy into practice
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OUR ASSET ALLOCATION

The table below presents the latest conclusions of the Kleinwort Hambros Investment Committee:
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Source: Kleinwort Hambros 5-May-2022

*Duration: underweight/short = Up to 5 years, neutral/medium = 5-7 years, overweight/long = 7+ years. HY = High Yield bonds (higher return but
greater risks), IG = Investment Grade bonds (higher quality but lower return)
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Turbulence at Cruising Altitude

Global bond markets continued their steep downtrend in an environment of severe inflationary pressures
and aggressive monetary tightening. Markets look oversold by some metrics, however have yet to find their
footing given the extraordinary uncertainty surrounding economic data. We are Underweight.

Government Bonds

United States. US sovereign yields continued their uptrend, with yields on the 10-year T-note breaking the 3%
barrier and reaching highs not seen since 2011 in early May. The uptrend was driven by stubbornly high inflation
figures (core inflation, which strips out energy and food prices, reached 6.5% in March), ongoing pressure from the
commodity price shock and the Federal Reserve's rapid series of rate rises. With its most recent 50bps hike the Fed
relieved concerns about a more aggressive path of tightening, however markets still anticipate seven more hikes
before the end of this year. At yield of more than 3%, we think the worst of the Treasuries’ correction is now behind
us, however we are wary of the continuing relatively high volatility in the asset class and remain Underweight.

United Kingdom. Until recently, the Bank of England (BoE) was widely expected to follow the footsteps of the
Fed - arguably the undisputed bellwether of global government bond markets. However, the BoE’s recent narrative
has been more ambiguous, suggesting concerns around the UK’s economic outlook are creeping into the
committee’s decision making. With inflation expected to surpass 10% this year (before returning to its 2% target
by 2025), investors are now anticipating another four rate hikes to 2% before the end of the year. We are
Underweight.

Euro area. As in the United States, European sovereign yields have risen significantly over recent weeks to their
highest since 2014. The 10-year Bund now stands at nearly 1.2%, having begun the year at -0.1%. Against a
backdrop of 7.4% inflation, 80% of which is explained by energy prices, and various indicators pointing to a
sharper slowdown in activity, the European Central Bank has decided to halt its net asset purchases in Q3 2022
and start raising rates some time after this (we expect one rate rise in Q4 2022). We are Underweight.

Credit

Developed. We retain our Underweight to investment

grade corporate bonds, which are currently just a riskier

way to earn similar yields to sovereign bonds. We also 2 (%)
remain Underweight high-yield corporate bonds. These

still offer attractive carry for the next few months thanks 3

to healthy balance sheets, but the narrowing of risk
premiums makes them vulnerable in the current
uncertain climate. 1

Emerging. We remain Strongly Underweight on
emerging market debt. Developed economies are
tightening monetary policy, usually bad news for the
value of EM assets. On top of this, the expanding
lockdowns in China and decoupling of monetary policies
are also likely to hurt the asset class.
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Source: Bloomberg, Kleinwort Hambros, 09/05/2022

Past performance should not be seen as an indication of future performance. Investments may be subject to market fluctuations, and the price and value
of investments and the income derived from them can go down as well as up. Your capital may be at risk, and you may not get back the amount you
invest.
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Valuation Deflation
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The ongoing conflict in Ukraine, fresh uncertainty over Covid in China, weakening consumer confidence -
and more generally, the slowing global economy and rising consumer prices - have rattled equity markets.
While we are wary of the general uncertainty we do not anticipate a recession at this point and remain
Neutral.

United States. The US equity market enjoyed a rather brief period of reprieve in early May, as the S&P 500
rallied nearly 3% in response to the Federal Reserve’s decision to hike its benchmark rate by (only) 50bps. The
overall momentum however remained negative, with an increasing number of investors pricing in a recession. This
memo seems to not have reached industry analysts, who continue to predict forward earnings at record highs for
this year and next. The result is a significant pressure on valuations, specifically for mega-caps whose collective
price-earnings ratio recently plummeted to 25.4 from as high as 38.0 in 2021. Attractive opportunities may open in
the US equity space once momentum reverses back into positive territory but for the time being we are
Underweight.

United Kingdom. The UK equities market continues to benefit from its favourable sector make-up as energy
prices soar, and the region’s core index, the FTSE100, remained the last one holding onto year-to-date gains until
early May. Nonetheless, UK stocks are also some of the cheapest on developed markets. Overall, the British market
offers a mix of attractive defensive stocks and commodity companies that have been top performers since the
conflict in Ukraine broke. We remain Overweight.

Eurozone. The global economic cycle is looking increasingly unsynchronised. The Eurozone is paying the price
for its geographical and commercial closeness to the conflict in Ukraine in the shape of imported inflation (mainly
via energy prices) and a collapse in consumer confidence, which could harm consumption. This puts the ECB in a
tricky position. On one hand, the central bank is charged with stabilising inflation that is largely caused by
exogenous factors. On the other, the growth outlook is deteriorating sharply in the zone, making it a bad time to
contemplate any major tightening of financial conditions. As for equities, the Euro area’s markets have been hit
harder than any other developed economies with heavy outflows since the start of the war. The discount to the US
equities market is now at its widest in 20 years. Given the low multiples on which stocks are trading, a rebound
cannot be ruled out. We remain Overweight.
0.0

Japan. The Japanese equity market may be a long way 105

from Ukraine, but it is still very vulnerable to the global e 100
environment. It is also heavily dependent on China, which ~ ~° 9
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has managed to defy the trend. We are Neutral. —Euro area (European Commission index), lhs
=United States (university of Michigan index), rhs

Sources: SGPB, Macrobond, DG ECFIN, University of Michigan 04/2022

Past performance should not be seen as an indication of future performance. Investments may be subject to market fluctuations, and the price and value
of investments and the income derived from them can go down as well as up. Your capital may be at risk, and you may not get back the amount you
invest.
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Sterling had a sell-off due to the Bank of England commenting on weaker growth prospects for the UK and
possibly a recession due to rising inflation at around 10% and increased job losses. The Dollar continues to
climb.

Dollar index (DXY).The Dollar continues to climb reaching a new 20-year high as risk-off sentiment pushes the
Dollars safe-haven appeal higher. The market believes that the Fed will be aggressive in attempting to tame
inflation. They enacted a double hike at 50bps in May and are expected to do another seven before the end of the
year. All eyes remain on the inflation figure to understand how aggressive the central bank will need to be.

EUR/USD. Ongoing geopolitical risks in Europe and the Fed's determination to tighten policy harder and faster
than the ECB will keep the dollar strong.

GBP/USD. The Pound slid to its weakest since June 2020 to levels around 1.23. The sell-off was caused by
negative news released by the Bank of England (BoE) - in which they said that the economy was at risk of a
recession, they expected inflation to hit 10% this year, 600,000 job losses and two years of economic stagflation.
This led to growth forecasts being revised down. This is one of the gloomiest outlooks released by a central bank
thus far. Inflation data coming down and signs of growth will be the catalyst to support a stronger Pound. The sell-
off does seem somewhat overdone given other central banks are facing the same issues. We predict that Sterling
will still end the year around 1.31.

EUR/GBP. Worries about the effect on Europe due to the energy crisis and its heavy reliance on Russian gas has
increased the regions vulnerability. At the same time, dire news by the BoE continues to see Sterling weaken. The
currency pair trades at 0.856, the highest seen this year, up 1.9% YTD.

EM FX (vs USD). The Brazilian real aside, US dollar per British pound continues to fall
emerging market currencies all lost ground against

the dollar over the last month, against a backdrop 2005 — April 2022
of tightening Fed policy. Having made steady gains

in the first quarter, the CNY also fell back against $1.6

the dollar (-2% on the month) on growing fears

about the expansion of lockdown zones and the $1.5
decoupling of monetary policy.
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Source: Bloomberg, data as at 10/05/2022

Past performance should not be seen as an indication of future performance. Investments may be subject to market fluctuations, and the price and value
of investments and the income derived from them can go down as well as up. Your capital may be at risk, and you may not get back the amount you
invest.
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ALTERNATIVES

The economic environment of continuing uncertainty, volatile financial markets and persistent inflation is
good for alternative assets. These stand out as ways to hedge global risks, which weigh especially heavily on
traditional assets. We retain our position in Commodities which has been a favourable trade.

Commodities

Qil. The oil market is extremely volatile. Supply-side, the market is juggling the repercussions of Russian
sanctions and the United States’ decision to draw exceptional volumes from its strategic reserves. Demand,
meanwhile, depends on the strength of economic activity. Chinese lockdowns and the prospect of more sluggish
growth are therefore weighing on the oil price. Markets remain wary of a potential general economic slowdown.
This explains why oil prices have dipped slightly over recent weeks, to around USD 100/barrel. Unless China drops
its zero-Covid strategy and we see a clear improvement in economic outlook, the oil price should remain
contained.

Gold. Rising yields have made non-interest-bearing gold less attractive over recent weeks. Therefore, Gold has
fallen to $1860/ounce. Despite rising yields as headwinds, geopolitical tensions still warrant a position in a multi-
asset portfolio. In fact, as long as markets continue to price in a long conflict and high inflation, gold should
continue to trade favourably. We remain Overweight.

Hedge Funds

Hedge Funds. In unstable market conditions hedge funds can help a portfolio, but selectivity is key. We prefer
strategies which hold their own in bear markets, such as Merger Arbitrage, trend followers and Equity long/short.
These strategies provide relatively safe, uncorrelated sources of returns from equities, our most significant
allocation across balanced and growth multi-asset strategies and provide positive contributions to returns - and
lowered risk - especially during periods of volatility.

Tail Risk Protection Note. Tail risks are typically US Oil per barrel continues to be volatile
understood as unlikely but severe crisis events which

shock markets and dramatically impact the value of risk 2015 — May 2022
assets negatively. The dot-com bust at the turn of the

century and the Great Financial Crisis in 2008 and 2009 155 -
are examples of such events.
. I ) 105 - $107
We believe the Tail Risk Protection Note offers our
portfolios yet another critical source of safety and
complements the existing diversifiers. 55 -
5
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Source: Bloomberg, data as at 10/05/2022

Past performance should not be seen as an indication of future performance. Investments may be subject to market fluctuations, and the price and value
of investments and the income derived from them can go down as well as up. Your capital may be at risk, and you may not get back the amount you
invest.
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IMPORTANT INFORMATION - PLEASE READ

This document is provided for information purposes only. It does not constitute and under no circumstances should it be
considered in whole or in part as an offer, a solicitation, or a contract. It is intended to be used by the recipient only and may not
be passed on or disclosed to any other persons and/or in any jurisdiction that would render the distribution illegal.

It is the responsibility of any person in possession of this document to inform himself or herself of and to observe all applicable
laws and regulations of the relevant jurisdictions. This document is in no way intended to be distributed in or into the United
States of America nor directly or indirectly to any U.S. person.

This document is intended to report solely on the services, products, investment strategies and opportunities provided by or
identified by the Kleinwort Hambros group (“Kleinwort Hambros Group”). The services, products, investment strategies and
opportunities described herein may not be suitable for all clients. Potential clients should consult their financial adviser to assess
the suitability of any proposed transaction before taking any action.

Financial Promotion

This document is a Financial Promotion.

Tax, Accounting and Legal

Any services and investments may have tax consequences and it is important to bear in mind that the Kleinwort Hambros Group
does not provide tax advice. The level of taxation depends on individual circumstances and such levels and bases of taxation can
change. You should seek professional tax advice in order to understand any applicable tax consequences. In addition, the
material is not intended to provide, and should not be relied on for, accounting or legal purposes and independent advice should
be sought where appropriate.

Some products and services are not available in all Kleinwort Hambros Group entities. Their availability depends on local laws
and tax regulations. In addition, they have to comply with the Societe Generale Group Tax Code of Conduct. Furthermore,
accessing some of these products, services and solutions might be subject to other conditions, amongst which is eligibility.

Hedge funds

The document may include funds which have not been specifically approved for sale in the jurisdiction of the recipient. In view of
this, special care should be exercised when investing in this type of fund. We draw your attention to the following:

- Shares of this type of fund carry no guaranteed return of capital, which, under certain circumstances, may lead to the loss of
your entire investment;

- The investment management methodology implies a degree of risk linked, among other factors, to the use of derivatives,
leverage and short selling; and

- The terms and conditions applicable to redemption may continue to expose you to risk during the period between the
redemption request and execution (usually prior notice of 45 calendar days before the last business day of the end of each
quarter is required but can be longer for some investments).

Some funds are subject to extended redemption periods or a restriction is placed on the amount of withdrawals from the fund
during a redemption period. This is known as gating. The implementation of a gate on a hedge fund is up to the hedge fund
manager. The purpose of the provision is to prevent a run on the fund, which would impact on its operations. Investors should
consider a hedge fund with a gate asilliquid, as withdrawals from these funds are restricted.

Limitation

Information herein is believed to be reliable, but the Kleinwort Hambros Group does not warrant its completeness or accuracy
and it should not be relied on or acted upon without further verification. The Kleinwort Hambros Group disclaims any
responsibility to update or make any revisions to this document. Opinions, estimates and expressions of judgment are those of
the writer and are subject to change without notice. As such, the Kleinwort Hambros Group, Societe Generale and its other
subsidiaries shall not be held liable for any consequences, financial or otherwise, following any action taken or not taken in
relation to this document and its contents.
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IMPORTANT INFORMATION - PLEASE READ

Marketing

If you do not wish to receive this document in the future, please let your private banker know or call us on +44 (0) 207 597 3000.
Telephone calls may be recorded.

Legal and Regulatory Information

This document is issued by the following companies in the Kleinwort Hambros Group under the brand name Kleinwort Hambros:

United Kingdom

SG Kleinwort Hambros Bank Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. The firm reference number is 119250. The company is incorporated in England
and Wales under number 964058 and its registered address is 5th Floor, 8 St James’s Square, London SW1Y 4JU.

Channellslands

SG Kleinwort Hambros Bank (Cl) Limited is regulated by the Jersey Financial Services Commission ("JFSC") for banking,
investment, money services and fund services business. The company is incorporated in Jersey under number 2693 and its
registered address is PO Box 78, SG Hambros House, 18 Esplanade, St Helier, Jersey JE4 8PR.

SG Kleinwort Hambros Bank (Cl) Limited - Guernsey Branch is also regulated by the Guernsey Financial Services Commission
("GFSC") for banking, investment and money services business. Its address is PO Box 6, Hambro House, St Julian’s Avenue, St
Peter Port, Guernsey, GY1 3AE.

The company (including the branch) is also authorised and regulated by the UK Financial Conduct Authority ("FCA") in respect of
UK regulated mortgage business and its firm reference number is 310344. This document has not been authorised or reviewed by
the JFSC, GFSC or FCA.

Gibraltar

SG Kleinwort Hambros Bank (Gibraltar) Limited is authorised and regulated by the Gibraltar Financial Services Commission for
the conduct of banking, investment and insurance mediation business. The company is incorporated in Gibraltar under number
01294 and its registered address is 32 Line Wall Road, Gibraltar.

Compensation Scheme
United Kingdom

SG Kleinwort Hambros Bank Limited is covered by the Financial Services Compensation Scheme ("FSCS"). The FSCS can pay
compensation to eligible depositors or investors if a bank is unable to meet its financial obligations. Most depositors and
investors - including most individuals and businesses - are covered by the scheme.

In relation to investment services compensation will be payable, however, only in circumstances where we have been in default
to you of our obligations. It will not be available merely because your investments have not performed as well as you had
expected unless we are somehow at fault.

For further information about the schemes (including the amounts covered and eligibility to claim) please contact your Private
Banker or refer to the FSCS website: www.fscs.org.uk.
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IMPORTANT INFORMATION - PLEASE READ

Channellslands

SG Kleinwort Hambros Bank (Cl) Limited is a participant in the Jersey Bank Depositors Compensation Scheme (the “JBDC
Scheme”). The JBDC Scheme offers protection for eligible deposits of up to £50,000. The maximum total amount of
compensation is capped at £100,000,000 in any five year period. Full details of the JBDC Scheme and banking groups covered are
available on the States of Jersey website www.gov.je/dcs or on request.

SG Kleinwort Hambros Bank (Cl) Limited - Guernsey Branch is a participant in the Guernsey Banking Deposit Compensation
Scheme (the “GBDC Scheme”). The GBDC Scheme offers protection for “qualifying deposits” up to £50,000, subject to certain
limitations. The maximum total amount of compensation is capped at £100,000,000 in any five year period. Full details are
available on the GBDC Scheme’s website www.dcs.gg or on request.

Please note the Channel Islands are not part of the UK and when you conduct business with SG Kleinwort Hambros Bank (CI)
Limited you will not be eligible for: (a) the protections provided under the UK's Financial Services and Markets Act 2000 other
than protections relating specifically to UK regulated mortgage business; or (b) referring complaints to the UK’s Financial
Ombudsman Service. However SG Kleinwort Hambros Bank (CI) Limited’s UK regulated mortgage business is covered under the
UK's Financial Services Compensation Scheme ("FSCS"). You may be entitled to compensation from the FSCS if SG Kleinwort
Hambros Bank (CI) Limited cannot meet its obligations in relation to UK regulated mortgage business. This depends on the
circumstances of the claim. For further information about the FSCS (including the amounts covered and eligibility to claim)
please contact your Private Banker or refer to the FSCS website: www.fscs.org.uk.

Gibraltar

SG Kleinwort Hambros Bank (Gibraltar) Limited is a participant in the Gibraltar Deposit Guarantee Scheme (the “Deposit
Scheme”). Most deposits denominated in currencies of the European Economic Area and Euros are covered. Further details of the
Deposit Scheme are available on request or can be found at www.gdgb.gi. The Deposit Scheme does not apply to fiduciary
deposits.

SG Kleinwort Hambros Bank (Gibraltar) Limited is a participant in the Gibraltar Investor Compensation Scheme (the “Investor
Scheme”). [Payments under the Investor Scheme are limited to 90% of a client’s total eligible investments which qualify for
compensation subject to a maximum payment to any one client of €20,000 (or the sterling equivalent).] [Note: include the limit
wording if the document is not a Financial Promotion (limits not required for Financial Promotions/Advertisements.)] You may be
entitled to compensation from the Investment Scheme if we cannot meet our obligations. Further details of the Investor Scheme
are available on request or can be found at www.gics.gi. If you would not normally be classified as a retail client you may not be
eligible for this scheme.

General

Kleinwort Hambros is part of Societe Generale Private Banking, which is part of the wealth management arm of the Societe
Generale Group. Societe Generale is a French bank authorised in France by the Autorité de Contréle Prudentiel et de Resolution,
located at 61, rue Taitbout, 75436 Paris Cedex 09 and under the prudential supervision of the European Central Bank. It is also
authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential
Regulation Authority.

Further information on the Kleinwort Hambros Group including additional legal and regulatory details can be found at:
www.kleinworthambros.com

Any unauthorised use, duplication, redistribution or disclosure in whole or in part is prohibited without the prior consent of
Societe Generale. The key symbols, Societe Generale, Societe Generale Private Banking and Kleinwort Hambros are registered
trademarks of Societe Generale.

© Copyright the Societe Generale Group 2022. All rights reserved
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