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Quote(s) of the Month:

“Time for a higher purpose? With investment luminaries such as BlackRock, Inc. CEO Larry Fink
increasingly advocating for environmental, social and governance (ESG)-based guidelines, the
straightforward profit motive which has long governed the land is on the defensive. “We believe a
company’s ESG score will soon effectively be as important as its credit rating,” Cyrus Taraporevala, chief
executive officer of State Street Global Advisors, told Bloomberg yesterday.

Market participants appear to be coming around to that view: Global issuance of so-called green bonds
registered at $353 billion in 2019 according to Bloomberg, up 42% from a year ago, while electronic
fixed-income platform MarketAxess Holdings, Inc. reports that secondary trading volume in those “green”
securities more than doubled to $19 billion across 2019.

The ESG movement has ascended to the ecclesiastical realm, as Bloomberg reports today that the
Church of England’s Pension Board has invested £600 million ($779 million) in a new environmentally
friendly index designed to reduce holdings of “high-impact emissions sectors.” That figure is no
afterthought, representing nearly 25% of the pension fund’s £2.8 billion total assets under management.

Of course, pioneers in the ESG indexation world face the challenge of component selection, a process
which necessarily relies on subjective judgements. Jeroen Bos, head of specialized equity and
responsible investing at NN Investment Partners, told Investment Europe today that “ESG ratings are
opinions, not facts, so it is crucial to understand the viewpoint behind them.”

Indeed, the Dow Jones Sustainability North American Index, which “tracks the stock performance of the
world's leading companies in terms of economic, environmental and social criteria” features member
companies which might not be top of mind when it comes to ESG bona fides. Included in the basket are
not only energy concerns such as Chevron Corp., ConocoPhillips and Suncor Energy, Inc., but also
defense companies Lockheed Martin Corp., manufacturer of the Hellfire missile, and Northrop Grumman
Corp., which makes Bushmaster chain guns and automatic cannons (thank you, Simon Lack).

1
14" of February 2020

§¥2 incrementum



— in pursuit of real returns —

(Source: Almost Daily Grant’s, Logan’s Run,

January 30, 2020)

To watch: Nigel Farage's dramatic final speech at the European Parliament ahead of the Brexit vote

Dear Reader,

The first month of the year has passed, and it has already delivered quite a few surprises, so that
my original intention to dial down the issuance of my Seasonal Reflections to a quarterly reporting
schedule has already been watered down with this “Special Portfolio Edition”.

It remains my intention to write Seasonal Reflections on a seasonal basis only, i.e. quarterly. In
those I will focus on the macro-, socio-economic and political picture that provides the backdrop for
our investment management of the Incrementum All Seasons Fund (IASF)’s assets. But whenever I deem
it necessary, I will issue interim reports that focus on actual fund management issues, which are
supposed to help investors better understand my thought process on the subject.

This is particularly important when there have been unexpected performance developments.
This happened in January, when IASF reversed the entire December gain, which had finally led to a
decent full year 2019 result. More details on the actual results (approx. -5%) are delivered towards the
end of this piece and in the monthly factsheets, but January has clearly been an extremely disappointing
month.

=% LEDGEYE So, what happened? - Following my
upbeat January report, I was dished a rather
large piece of humble pie, which provided a
good enough reason to review my allocation
decisions. - Overall equity markets continued to
rise in January, the Soleimani assassination and

Coronavirus outbreak notwithstanding. Then
what caused the decline in IASF’s NAV? — In
Source: Hedgeye (FOMO = Fear Of Missing Out) ShOI’t, I resisted the smell of the cheese.

How can this lead to a poor result, the esteemed reader may ask?
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https://www.grantspub.com/resources/commentary.cfm
https://www.youtube.com/watch?v=LIgmfpHBiDw
https://app.hedgeye.com/insights/80152-cartoon-of-the-day-mousetrap?type=cartoons
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First things first: Any investment views, analysis, assumptions and recommendations included
in this publication are based upon current market conditions, reflect the opinion of the author, and

do not necessarily correspond with the views of Incrementum AG as a company. Seasonal Reflections
are issued for information purposes only and must not be regarded as attempt to solicitate an

investment in individual securities or the Incrementum All Seasons Fund. Past performance is no
guarantee of future results. All investments involve risk including the loss of principal. If you are

seeking investment advice you should consult a licensed investment advisor.

Continuing with the program, let’s look
at the fund’s overall positioning at the end of the
month: On a first glance, not much changed in
January compared to the end of 2019 allocation.
Equity allocation rose by 0.4%, fixed income by
0.9%, cash and other liquid assets fell by 0.8%,
FX forwards were 0.1% higher, long options fell
by 0.2% (as these are mainly put options), and
the allocation to short options rose by 0.6% (as
the fund sold more equity put options over the
course of the month). But overall allocation
changes were clearly minimal. This suggests
poor individual / sector selection.

EQUITY THEMES - In % Of Portfolio (Net)
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And this was a valid diagnosis, if one
measured the quality of individual portfolio
picks by their short-term performance. After
all, the main risk-asset allocation is to equities,
and if broad equity markets moved higher in
January, the fund should have gone up as well.

But when one reviews the fund’s
thematic equity allocation, it becomes evident
that it does not represent an index-near
allocation (by far!). The chart on the left shows
IASF current equity positioning, and I will use
the following pages to further elaborate on this
and how it impacted last month’s performance.
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IASFE’s biggest thematic allocation is to High Dividend Yield / Income stocks. This represents a
mixed bag of equities, yielding an average 7.5% p.a., and includes holdings from the telecom, retail, or
energy related sector, which currently carry the most attractive dividend yields, even if at least the latter
is rather cyclical in nature. Oil and gas prices weakened sharply in January, as WTI and Natural Gas
Futures both declined by more than 15%. And the two largest positions in this bag, Invesco Morningstar
US Energy Infrastructure MLP ETF (2.5% allocation) and Wood Group plc (2.2%) count as energy related,
and in our passive driven investment world this meant they fell by roughly 6% each, even though
underlying business prospects did not materially change over the course of the month. - Generally, all
stocks but one in the high-dividend bucket experienced a decline for various reasons, be it because they
are regarded as defensive, which in these most exciting FOMO times are considered boring, or they had
exposure to China / HK, which was badly hit amid the reported Coronavirus outbreak.

Only one case delivered a worse than
expected quarterly earnings report, and thus
got punished accordingly, now trading at 10%
net dividend yield. Had it been one of the figure-
head stocks driving the US Nasdaq higher this
would likely not have mattered (for now, at
least). — Case in point: One broker - for his own
protection, he will remain unnamed - sent me
this chart on February 4, titled “TSLA — INSANE
M, which is self-explanatory.

How a company that produces overpriced electric vehicles at more or less break-even (take the
Financial Times word for it, if not mine) deserves to go up 4.5 times since its lows in August last year,
reaching a market-cap that at its peak rivalled that of Toyota or the three major German car producers
combined, will always remain a mystery to me. But who could argue that any of the purchase decisions
responsible for the above chart were made by making a solid investment case based on fundamentals?

Stoxx 600 indices, rebased S&P 500 and sectors, % change in 2020,

Getting back to overall year fo date
Utities.__ 110 equity performance, these
two graphs show European I -
and US January sector results. Vilities -
Among the biggest losers S&P 500 |
were Materials / Resources Materias 1
Atk Parts and Energy / Oil & Gas, in Energy _

which IASF holds 26% of
portfolio assets (not counting .

Shipping which scores at 7%). Source: T Market Forces

Health Care 10°

Oil & Gas

Resources

urce: Refinitiv

Source: F'T Market Forces
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https://ftalphaville.ft.com/2020/02/03/1580723678000/Tesla-and-the-question-of-change/
https://www.ft.com/content/6d00f63a-4391-11ea-a43a-c4b328d9061c
https://www.ft.com/content/6d00f63a-4391-11ea-a43a-c4b328d9061c
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The worst showing — hardly surprising after what I had mentioned above - came from the
Energy Producers, which apart from Cameco (-7.5%) all showed double-digit negative results. With a
total allocation of 8% of IASF portfolio assets and lumping in another 4% allocation to refineries and oil
services, where the picture looks similarly downbeat, this is where another major part of last month’s
losses came from. As example, I would like to highlight Transocean, which had prominently featured as
a positive portfolio contributor for 2019 in my January Seasonal Reflections, and since has lost a third in
value over a mere five weeks. In today’s ridiculous crowding world, it does not matter that overall
offshore exploration and production trends have been improving. This is regarded a high beta stock in
the energy sector, and simply gets pummelled when oil prices fall. Fundamentally, the only noteworthy
news was the company’s announcement to call / redeem its USD 9% 2023 bonds by mid-February. Since
IASF also holds a nearly 3% position in that issue, it will lead to a profitable exit. However, I see it go with
regret as it removes a 9% income stream (7% yield), which is hard to replace in this day and age.

The fund’s exposure is all to Changes in the
conventional energy producers (HN Renewables Global Energy Mix
2018 vs Stated Policies 2040 Measured in MTOE®
was bought out), and you may ask why? - Isn’t 2018 2040
that a dying industry, given the current push for
COz2 reduction and climate protection? o) R ~

Not if one believes the International
Energy Agency (IEA): They are projecting a v
nearly 10% increase in global oil production
until 2040. Natural Gas demand is expected to

grow by nearly 30%, while coal consumption @ I

may register a small decline. Of course,

renewables are seen more than quadrupling L)

their output over the same period, but fossil

fuels are still expected to account for three aaceerer @ iy

quarters of the overall energy mix. o
Let me remind you that I don’tjudge this, e /)

i.e. I am not saying whether this is good or bad. woso (@)

If I were to choose a perfect world, I would have G

Source: Visualcapitalist (based on the latest edition of IEA’s World
Energy Outlook)

no CO2 (and other harmful) emissions. But my
role is to analyse facts and trends, which help
me to decide whether an investment in a cyclical
sector makes sense or not.
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https://www.visualcapitalist.com/the-worlds-projected-energy-mix-2018-2040/?amp=1
https://www.iea.org/reports/world-energy-outlook-2019
https://www.iea.org/reports/world-energy-outlook-2019
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And here I have no doubt that unless we experience revolutionary technology breakthroughs,
the world will need to rely on conventional energy sources for quite some time to come. Investors should
not forget that in the global scheme of things energy demand growth is not driven by Greta Thunberg’s
Sweden, or environmentally focused Germany or even Europe. It is driven by the world’s developing
nations, led by China. Let’s talk about China (quote, source see below; emphasis is mine):

“Electricity consumption has surprised planners by growing by 8.4% in 2018 and 5% last vear. There

are two reasons for this high growth. First, high-tech sectors are consuming far more electricity than the
national average; and secondly many provinces in the large central and western regions of the country are
experiencing double-digit growth of electricity consumption. ...

One example of this rising growth in electricity consumption is Data Centres which are proliferating
like mad. There are now 1,641 data centres housing 1,244,000 cabinels. Al the last count another 437 are under

construction adding another 1.250 million cabinets. These new data centres will be located in lower tier cities

for land and electricity availability reasons; they will mostly be Extra Large and Large Data Centres. Around
80% of Data Centre usage originates from cloud and internet connections. Alibaba Cloud forecasts that cloud

applications will grow by 100% in each of the next three vears with internet uses growing by 20% a vear. ...

The planners had assumed that electricity consumption would grow by an average of 2% to 2.5% over
the coming ten years. Instead, it is likely to increase by an average of 5-6% a vear. We should remember that

a world of increasing connectivity is electricity dependent.

This is why the large power producers have asked government to allow the development of between

300 and 500 new coal fired power plants by 2030. The China Electricity Council (CEC) has recommended
adopting a ‘cap’ for coal power capacity of 1300GW by 2030 but that is 200GW higher than the current

capacity. If agreed by government, the implication is that China would have to build two large coal fired power

stations per month for the next twelve vears.

The environmental implications would worry some observers, but they forget two developments. First,
that China has shut down virtually all small-scale coal miners. Second, that new technology, such as the
implementation of double-reheat units reduces the emission problem as coal consumption per unit of power
supply can be reduced by more than 7 grams (2) kWh.” (Source: Frontline China Report, 4.2.20, TIS Group)

And what is happening in China, is also happening across the rest of Asia, and likely in similar
fashion in Latin America and Africa. And as the quote above highlights a lot of the increased energy
demand is due to the growing data flow and processing in the digital age. Experts expect the number of
devices connected to the Internet of Things (IoT), ranging from air conditioners to coffee makers to
“smart” lightbulbs to triple by 2025, which will cause data usage to skyrocket. Not only in China, but
around the world huge data centres are being built to warehouse and process such data. This is the
physical and rather energy intensive aspect of the Information Age.
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How are we going to satisfy this rising energy demand? - Hopefully by a leaping and bounding
development of alternative and sustainable energy sources, but there is little evidence yet that
conventional fossil fuels can be quickly substituted in the overall energy mix. A recent study by a Finish
institute warned about the increasingly unsustainable economics of the oil industry. It essentially claims
that the world risks an energy crisis over the coming years, as it is running out of viable oil and gas
projects that can be economically exploited at current oil prices, while on the other hand much higher
prices would quickly become unaffordable. (Oil from a Critical Raw Material Perspective by GTK)

Share of energy from renewable sources
% Share of energy from renewable sources %
80 2018 + 2020 Target for EU countries 80

-45%
: & 5 & & =
* e e U.S. Shale 0il - Decline Rate Global 0il - Decline Rate
Deutsche Bank Research  Torsten Siok, torsten slok@db.com +1 212 250-2155 February 2020 34 info from Shaleprofile.com & IEA - international Energy Agency
Source: Deutsche Bank via The Big Picture Source: Market Intelligence Report, TIS Group, February 13, 2020

And it is not only developing nations of the world, which continue to show a relentless appetite
for reasonably cheap fossil fuel-based energy. As the graph on the left shows also the largest economy
in the world so far is showing little progress in the use of renewable energy sources. This may change if
a new democratic president is elected this November, but this is still a big if, and I also doubt that the
USA as new net exporter of fossil fuels will give up on such a big business. Though it also has to be noted
that quite a few observers view the US shale boom as not sustainable, which would also support prices.

Given that I spent already a few pages on Sector Valuations

the energy subject in last month’s Seasonal communiatonSenices [ —
Utilities | PE]

Reflections (if interested please use the link and —_— 0%
refer to pages 11-13), which also covers the Financials ma
outlook for US tight oil / shale production, I want CmIds,t.l -5:%
to leave it here. What is noteworthy for investors Hea‘m:a,e I
in the sector is that relative to its 5-year average Energy 44 I
it is the only sector trading at a (huge) discount. . DTZ“‘: _T i
In other words, plenty of bad news and outlook S P
has been priced in already, which makes this an — TR AL e

attractive sector to have exposure to. Source: Charts that Matter, Feb 5, 2020, ME’s Over my Shoulder
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http://tupa.gtk.fi/raportti/arkisto/70_2019.pdf
https://ritholtz.com/2020/02/us-renewable-energy-only-10/
https://incrementum.factsheetslive.com/documents/1341020
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In all cyclical, capital-intensive industries, which include the commodity space as well as
shipping, on which I will comment further below, one of the main rules is: The cure for high/low prices
are higher/lower prices... - In the case of energy where we are talking about “low prices”, the sector has
been curtailing investment into new exploration and production, thus reducing future potential
supplies. Many producers are highly indebted and face financial stress, while the ESG movement to
which my opening quote is dedicated further reduces investment flows into (fossil fuel based) energy
companies. All this will eventually turn out the cure for low prices and in my view provide a bounty for
patient investors.

Oil & Gas Service Stocks

Aggregate Price-to-Sales

Energy Service Stocks-to-S&P 500 Ratio

Calculation: S&P 500 Oil & Gas Equipment and Services index / S&P 500

+50% in the
erinthe  *318%inthe Next 12
Next 11 Next 4.5 +117% in the Months

Months vears Next 13 Months

+85% in the

Next 1.5 Years ?

1990-1994 | 1995-1999  2000-2004 | 2005-2009 | 2010-2014  2015-2019
Source: Bloomberg ©2019 Crescat Capital LLC

Source: Crescat Capital via Twiller Source: Crescat Capital via Twitter

1995-1999 | 2000-2004 | 2005-2009 | 2010-2014 & 2015-2019
Source: Bloomberg S&P 500 Oil & Gas Equipment & Service Index ©2019 Crescat Capital LLC

Also, Energy / Oil Service stocks rarely looked so cheap, as the graphs above show. Price to sales
ratios are now below levels that preceded major bottoms, it is one of the few industries that is trading
at approx. 1x annual revenues. And in relation to the overall S&P500 the sector is at the lowest weighting
in 30 years. I am convinced that current prices will turn out a great buying opportunity, as these are also
tangible businesses, which should benefit from rising inflation and thus capital stock replacement costs.

Shipping stocks, with 7% exposure, have been a serious casualty of the Coronavirus outbreak, as
Eagle Bulk, Pacific Basin and Nippon Yusen registered double-digit losses.

selcony As factories and ports closed and logistic
chains got severely disrupted, the resulting
e freeze in demand was particularly untimely for
the bulker sector, as it caused the higher fuel
s000 cost due to the IMO 2020 Low Sulphur Fuel
regulation to be born entirely by the ship

owners / operators, depressing rates (as shown

via the Baltic Dry Index) to levels last seen at the

1990 1995 200¢ 2005 2010

bottom of the cycle in early 2016.
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And this after the industry has been in a 13-year bear market and had just shown the first tangible
signs of recovery...

Let me provide some big picture context on why IASF has built larger positions in the sector:
Shipping is an industry that is relatively predictable as far as demand growth is concerned. International
trade flows continue to grow and rely on shipping, especially for bulk and energy transport. I have heard
arguments that shipping may become obsolete because technologies like 3-D printing will allow certain
designs to be produced wherever they are needed. This may affect container vessels, to which IASF has
only limited exposure via Nippon Yusen, but oil and gas as well as bulk commodities like coal, grains
and metals are usually not found where they are consumed and thus need to be shipped.

20

For a long time, the industry has had too

18 Others

much supply growth, though. Record-low 1 Crulse and Ferry

Tankers

interest rates and at least in the early days easy 1 u Bulkers

® Containers

financing conditions caused this. But if you can
barely cover your operating cost, then low
interest rates will not entice you to order. And if
lenders have been repeatedly burned by
bankruptcies in the sector and related write-
offs, financing conditions will tighten.

New contracts by ship type; Source: OECD
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The result is a sharp decline in expected

e deliveries, which can be seen in the graph on the
Japan left. Though the numbers are from a study
fores released by the OECD in 2018, and thus may not
be entirely accurate anymore, the trend is clear
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expected deliveries in million CGT
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w

10 and confirmed by similar sources (e.g.

5 . - Clarksons Research). As there are constantly

0 s oro o0 - older ships being demolished (scrapped), this
Source: OECD causes overall capacity growth to slow.

And IMO 2020 is still likely to accelerate that trend. Traditionally, the shipping industry has been
using so-called bunker fuel, which is basically what is left over at the end of the refining process, and
when burned emits far more sulphur than other fuels. A June 2019 study from Transport & Environment
found that the world’s largest cruise line, Carnival Corp, emitted 10x more sulphur dioxide around
European coasts in 2017 than all European cars did that year. Therefore, the purpose of IMO 2020 is to
significantly reduce SO2 emissions. This can be reached two-fold:
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https://www.oecd.org/sti/ind/shipbuilding-market-developments-Q2-2018.pdf
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Ships can install sulphur emission filters,
aka scrubbers, or burn low sulphur fuel / marine
diesel. Scrubbers can also be retrofitted but are

expensive (average cost per vessel: USD 3m, plus
45 days yard-time), while using low sulphur fuel ' I I I
is more expensive, thus increasing operating .- - - I IEEEEEEEENEEE

cost. Consequently, older vessels — especially in
the current ultra-low rate market - will be

Exhibit 3:  Demolition of deadweight tonnage capacity
Source: Clarksons Research. Data as of end of September 2019.

increasingly uncompetitive and thus more likely Source: The Emerging Opportunity in Shipping, 11 February 2020,
to head for the scrap yard. ARP Research

Hence, the mid-term outlook for the shipping industry after a prolonged bear market can only
be regarded as positive. Moreover, there is another issue to consider. My long-term expectation is a
return to a higher inflation environment, as this will be needed to inflate away the world’s debt burden.
Higher inflation will lead to rising production / replacement cost for long-life capital goods like ocean-
going vessels, which makes the opportunity in shipping stocks, which usually trade at often steep
discounts to net asset value / replacement cost all the more attractive.

Having said that it does not protect investors from short-term fluctuations both in freight rates
/ operating costs and thus share prices, as January has clearly shown. But IASF has used the opportunity
to cautiously add to its exposure which so far looks well timed. I remain convinced that once business
as usual resumes following the Coronavirus period TCE rates may surprise as much on the upside as
they did to the downside in January. Until then patience will be required.

There were positive developments last month as well, mainly among the Gold and PM Mining
stocks and also among the 5G Beneficiaries. In the interest of keeping this below 20 pages, I will however
not elaborate further on this here. Needless to say, that the above quoted cyclical themes (incl. the nearly
9% allocation to Other Commodity Producers) caused most of last month’s pullback. But there was
another notable driver:

In January, the fund’s index related short positions also lost money as overall broad equity
market indices went up. Thus the fund’s short futures position (mainly S&P500) suffered in an overall
rising market, while IASF’s long put options on the S&P3500, as well as the short-term S&P500 bear put
spread and the long-term zero cost EuroStoxx spread all detracted amid a firmer S&P500 and a slightly
lower EuroStoxx index, which cost the fund another 0.75% performance.

How is this possible?
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As indicated earlier, it is a sign of our times that a handful of companies now determine the
overall fate of broad market indices. I mentioned Tesla above, but this is still dwarfed by the fact that
Apple and Microsoft alone have a market cap that is a third higher than the entire German stock market,
or that Microsoft, Facebook, Google / Alphabet and Apple combined are now worth more than the entire
GDP of Germany, or 20% of US GDP. And a handful of stocks now makes up nearly 20% of the entire US
equity market value. If you own them, you’ll do ok. If not, you’ll underperform. Likewise, if you hedge,
you lag. And the more reckless you are, the more money you make. This is the market reality in 2020.

As a matter of fact, stocks are now trading simply on charts and the only analysis is corporate
messaging (earnings beats after guiding down expectations earlier to create a feelgood factor) rather
than fundamental values. But one message is clear by now: Most investment professionals, who are not
in the business of selling product (i.e. the buy side) and have had at least two decades of investing
experience under the belt, are “irrationally bullish” or simply scared by now.

One more chart, courtesy of Visual Capitalist, that will hopefully further aid in explaining IASF’s
current positioning, which by now should not surprise readers I continue to view as adequate:

VALUING
INTANGIBLES

THE EIGHT KEY INTANGIBLE CATEGORIES THE VALUE OF INTANGIBLE ASSETS

RACONTEWR

I know, it looks complicated, but it is an eye-opener. It shows the development of tangible versus
intangible assets on S&P500 corporate balance sheets, with 2018 the final year of measuring.
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https://twitter.com/SchiefenHg/status/1226786112892526593
https://twitter.com/NorthmanTrader/status/1228304375346532353
https://www.visualcapitalist.com/wp-content/uploads/2020/02/intangible-assets-full-1.html
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OKk, for those not familiar with the terminology, Investopedia offers the following condensed
definitions:

Tangible Assets are physical and measurable assets that are used in a company's operations.
Assets like property, plant, and equipment, are tangible assets, but also land, vehicles, machinery,
inventory, as well as securities like stocks, bonds, and cash.

Intangible Assets are typically non-physical assets used over the long-term. Intangible assets
are intellectual property, and as a result, it's difficult to assign a value to them because of the uncertainty
of future benefits. They include brand equity, trademarks, franchises, goodwill, patents, copyrights,
licensing agreements, service contracts, computer software, etc. — “Intangible assets add to a company's
possible future worth and can be much more valuable than its tangible assets.”

1 . Tangible Assets vs. Intangible Assets for S&P 500 Companies, 1975 - 2018
An ere 1t comes:
Over the past 43 years, Tangible Assets
. . ) = Easy to value
“Intangibles have evolved from * Thick & efficient
secondary markets
a supporting assetl into a major * Insurable .
. . g . Intangible: $3.12T
consideration for investors — Sisbilon e
L, p 7 Intangible Assets e ooss, _ Tangible-51.027
today, they make up 84% of all '« Diffcut to value —— S = - =
. o = Thin & inefficient IBEE I . . "
enterprise value on the S&P secondary markets ©E g & Eonauant | | |2 Enontians DE i B
= Difficult to Insure g £Y = Pocter&Gamble = GE = CocaCola = Microsoft
. . o IS, . . 53% _ce :Sd-lumbetger :Anm :Clﬂgnmp
500, a massive increase from 255 s i L

jll.S‘/ ,790/ in1975.” Source: Visualcapitalist

The chart on the previous page shows on the right half of the middle circle that of the 20 largest
companies in the index in 2018, 4 recorded intangible assets that exceeded their enterprise value (EV =
equity market capitalization + net debt), while another 7 (5) carried intangible assets “worth” more than
00% (80%) of their EV. For the S&P500 as a whole, intangible assets accounted for USD 21tr in 2018, more
than 5 times the USD 4tr in tangible assets, which I find truly astonishing.

This is another reason why IASF currently finds better value in hard / tangible asset plays, like
precious metals, commodities or shipping, because these have become increasingly scarce and yet
remain so cheap. And why not? - At a time when central bank asset purchases and zero interest
financing have become the norm, there is nothing left to ground asset prices. There seems no more limit
to the degree of leverage companies can take to boost their share prices via repurchases, or private
equity firms to deploy the tsunami of inflows from investors desperate to get some kind of yield. (For
those who have subscribed to RealVision, Verdad Advisors Dan Rasmussen’s recent interview is worth
30 minutes spending on. You can find it here.) Meanwhile, passive investing has eliminated all selectivity
from the investing process.
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How else could WeWork have reached a valuation of USD 47bn in the private markets, while being
valued at practically zero by the public markets? — How else could Tesla have achieved its ridiculous
valuations? - How else could the Nasdaq have gone up almost 8 times from its lows 10 years ago?

Source: Reuters Eikon Source: Twitter (Sven Henrich or Northman Trader)

Meanwhile, the world is drowning in debt and the next recession will expose that this debt can
never be repaid but will have to be inflated away. Then increasingly scarce tangible assets (including
gold) have the best chance to protect investors from real (i.e. inflation-adjusted) capital losses. Until
then, risk asset prices will continue to head for the moon.

Quite frankly, for your humble scribe the feeling of an early 2000 deja vu has been building, but
perhaps following that playbook it is only early 1999. Who can possibly know? - But the kind of feverish
action in the market, where every tiny dip is being bought, is a highly unusual situation, which I expect
will reverse over the coming months. Until then I will remain patient and optimistic that IASF’s portfolio
is positioned in a manner which will help to turn 2020 into another positive year for the fund, in line
with its aim to achieve inflation-adjusted, i.e. real returns for investors.

As usual, I will be delighted to discuss any of this with investors in the fund in greater detail.
Greetings from Schaan, Liechtenstein!
Best regards,

Hans

Hans G. Schiefen

Partner & Fund Manager IASF

Incrementum AG

Im alten Riet 102, 9494 Schaan (LI)

Tel.: +423 237 26 67 (0), +41 78 828 1339 (m)
Mail: hgs@incrementum.li

Web: www.incrementum.li & http://ingoldwetrust.li
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Appendix *
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* Graphs display NAV of IASF ‘D’ shares as of last valuation date (30Jan2020), compared to the respective risk-free 1y-government yield as well as the FTSE
Global 100 Index in respective currency as a proxy for overall equity market performance, from the start of the investment period (6Jun2019 for ‘D’ shares;
26Sep2019 for EUR-P shares) on an indexed basis.
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IASF PM Shaped By 8 Investment Lessons

Capital markets, like the economy, are inherently cyclical in nature, and you must always know where you are in the cycle, while not
hesitating to “Be fearful when others are greedy and greedy when others are fearful." (Quote: Warren Buffett)

Prices paid determine firture returns, i.e. the higher valuations are, the lower future return expectations must be (and vice versa),
which is the essence of value investing.

term momentum chasing.

As a result you must always know when you trade, or when you invest.

The most basic and effective risk management tools are proper diversification and the ability to hold cash.

Hard assets are preferable to intangibles, distributions to aceruals.

Look for the incentives: True alignment of interest works in investors' favor.

There is no magic formula for successful investing: Consider both macro- and micro-economic issues, be diligent, flexible, patient,
keep an open mind, and realize that investing will always remain more of an art rather than a science.

+

incrementum www.incremetntum.li

Disclaimer

This document is for information only and does not constitute investment advice, an investment recommendation or a solicitation to buy or sell
but is merely a summary of key aspects of the fund. In particular, the document is not intended to replace individual investment or other advice.
The information needs to be read in conjunction with the current (where applicable: full and simplified) prospectus as these documents are solely
relevant. It is therefore necessary to carefully and thoroughly read the current prospectus before investing in this fund. Subscription of shares
will only be accepted on the basis of the current (where applicable: full and simplified) prospectus. The full prospectus, simplified prospectus,
contractual terms and latest annual report can be obtained free of charge from the Management Company, Custodian Bank, all selling agents in
Liechtenstein and abroad and on the web site of the Liechtenstein Investment Fund Association (LAFV; www.lafv.li).

The information contained in this publication is based on the knowledge available at the time of preparation and is subject to change without
notice. The authors were diligent with the selection of information, but assume no liability for the accuracy, completeness or timeliness of the
information provided. This fund is domiciled in the Principality of Liechtenstein and might be further registered for public offering in other countries.
Detailed information on the public offering in other countries can be found in the current (where applicable: full and simplified) prospectus. Due
to different registration proceedings, no guarantee can be given that the fund and — if applicable — sub-funds are or will be registered in every
jurisdiction and at the same time. Please note, that in any country where a fund is not registered for public offering, they may, subject to applicable
local regulation, only be distributed in the course of ‘private placements’ or institutional investments. Shares in funds are not offered for sale in
countries where such sale is prohibited by law.

This fund is not registered under the United States Securities Act of 1933. Fund units must therefore not be offered or sold in the United States
neither for or on account of US persons (in the context of the definitions for the purposes of US federal laws on securities, goods and taxes,
including Regulation S in relation to the United States Securities Act of 1933). Subsequent unit transfers in the United States and/or to US
persons are not permitted. Any documents related to this fund must not be circulated in the United States.

Past performance is not a guide to future performance. Values may fall as well as rise and you may not get back the amount you invested.
Income from investments may fluctuate. Changes in rates of exchange may have an adverse effect on the value, price or income of investments.
You should obtain professional advice on the risks of the investment and its tax implications, where appropriate, before proceeding with any
investment.
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