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ARP was flat in June (+3.5% YTD).

Markets said amen to FED Jerome Powell’s statement that inflation is transitory and that it would soon flow back to remain under control. No matters, dot plot proved

surprisingly hawkish now anticipating two interest rate hikes by the end of 2023, up from zero. It first baffled investors that was finally seen as as an additional indicator

that inflation would be curbed, serendipitously prolonging the accommodative FED policy in place. The US 30-year bonds even surged on the FOMC statement. Equities

rose marginally in June with low conviction: the S&P (+2%) outperformed, while Europe, Japan and Emerging markets were broadly flat. US performance was buoyed by

Tech stocks (+6% for the Nasdaq) as the reflation rotation halted and reversed. The dollar also appreciated (3% vs. the Euro), weighting on Gold (-7%). The picture was

mixed for commodities as illustrated by the solid performance of Oil (+8%) and turmoil on Copper (-9%).

In June, bonds were the main contributor (+0.3%) to performance. The contribution of equities (+0.0%) and commodities (-0.0%) was not significant. Credit & Satellite

costs 0.4%: our short-bias strategies (-0.25%) aiming at hedging against an equity crash suffered from the dollar reappreciation and from a VIX declining strongly on

complacent levels (15.5). We keep these strategies in place.

The fund’s exposure to equities was reinforced in June:

• The exposure to bonds is stable at 80%. The reasoning remained unchanged: inflation is indeed more and more salient, but the US surprise indicator is still decreasing,

suggesting high uncertainty regarding the macro statistics to come. As illustrated by the FED balance sheet which expanded again to a new high of $8.1trn (+2% in June),

quantitative easing is still in place, supporting bonds.

• The exposure to equities was reinforced to 47% (+12%). Our macro indicators turned neutral from negative. The pause in the reflation trade, the decline of basic

materials, and here again the continuing support of central banks explain why we became somewhat more constructive. Our long VIX exposures are kept in place and

should help should the environment surprisingly darken.

•	The exposure to commodities is reduced to 19% (-6%), still a very constructive exposure. 

The reflation rotation suddenly halted in June after Powell’s intervention and the unexpected interest rate hikes to be triggered in 2022. The resurgence of Covid cases in

Europe gives another argument to inflation sceptics. The goldilocks period of low rates and massive liquidity support can therefore prevail for now: we aim at continuing

to capitalize on the equity performance while preparing the portfolio for difficult times that may escape the control of central banks.
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Market commentary as of the end of June 2021

ARP is a proprietary all-weather process aiming at generating a high single digit return over the medium term with no or low correlation with Equities and

Government Bonds. Risk is monitored to achieve a realized volatility below 8%. It combines Global Macro directional strategies and Style Premia to get exposure to 

equity indices, government bonds, commodities and credit through a fully-framed process. Risk and diversification are at the core of the process which relies on

hundreds of fundamental and technical variables to generate buy and sell signals for various assets classes and regions. 

Note: Memnon Fund is only registered for sale in Luxembourg and Italy. For other countries, local regulations are applicable.   

This document is purely for informative purposes, and does not represent an offer or an invitation to invest. All subscriptions must be made on the basis of the Funds issue Offering Memorandum or Prospectus in effect at the time of the subscription. Past performance cannot guarantee future performance in any way. 

Despite the fact that great care has gone into creating this document, errors or omissions cannot be ruled out. Zadig Gestion (Luxembourg) S.A accepts no responsibility in terms of full and accurate nature of the information contained in this document. Zadig Gestion (Luxembourg) S.A is a Luxembourg Management 

Company under Chapter 15 of the Law of 17 December 2010, authorized and regulated by the Commission de Surveillance du Secteur Financier (“CSSF”) in the Grand-Duchy of Luxembourg. 
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