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The Impact of President Trump
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Stefan Herz, Lead Portfolio Advisor EMEA Markets
examines Trump’s policy proposals and attempts to assess their impact on Russian
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Whilst the purpose of our usual monthly commentary is to review the past rather than comment on the
present we feel compelled to break the rules just this once given that it is post-election morning as we finally
sit down to write. Indeed dwelling too much on the past four weeks seems a rather futile exercise given the
momentous event that has just taken place across the pond, the implications of which will be felt well
beyond the borders of the United States for many years to come. So allow us to speculate a little and to do
some crystal ball gazing to try and figure out what this could mean far Russia.

It was clear during the last weeks of the campaign that Putin preferred a Trump victory over having to work
with Hillary Clinton, who after all described him as “a cold-blooded, calculating former KGB officer who is
determined to enrich himself and his closest colleagues...” and whose foreign policy goals have repeatedly
clashed with those of Russia over the last few years. On the other hand the “bbromance® appears to be
flourishing with Trump not shy in returning Putin’s compliments by declaring that “it is always a great honour
to be so nicely complimented by a man so highly respected within his own country and beyond”.

Maybe it is no coincidence that Putin was the first global leader to congratulate Trump on his victory. Of
course we suspect that a large part of Putin’s admiration for Trump stems from his perception that the latter
will be a weak, inexperienced and ineffectual leader, less likely to challenge Russia’s strategy to reassert
itself as a dominant global power.

Returning to what we are paid to do, the question that we need to grapple with is obviously what all of this
means for investors in Russia.

»  Will there be a sustained “Trump bounce” in Russian equities?

* Are we more likely to see sanctions being relaxed in 20177

*  Will Trump follow through on his infrastructure investment plans and will this be positive for commodity
prices?

» Is the Fed now less likely to hike rates and what will this mean for the rouble?

« Will investors regard Russia as an emerging market safe haven given the threat of trade conflicts with
Asia and Trump’s vitriolic attacks on Mexico and Hispanic immigration?

It would be more than arrogant of us to claim that we had the definitive answers to any of these questions
just as it would be remiss of us not to consider these issues and form our own opinions. So at the risk of
being exposed for being wrong in the future here are our initial thoughts on the above questions and we will
leave the answer to the first one to the end:

Sanctions
Without the support of Congress, Trump would find it very hard to abolish any of the existing sanctions as
even executive orders can be overruled by Congress via the passage of new laws. Congress is unlikely to




want to be seen as going soft on Russia but we can certainly expect the sanction rhetoric to become
weaker which is also likely to be welcomed by a number of European countries. Net — Net Positive for
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Russia

Infrastructure Investment
Whilst the Mexican wall is unlikely ever to be built, increased investment in infrastructure should be one of
the easier election pledges to follow through on. The extent is hard to predict but on balance this should be
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supportive for commodity prices. Net — Net Neutral for Russia

Fed rate hike

This certainly looks less probable now before the end of the year, which combined with overall nervousness
regarding Trump’s economic policies or indeed the make-up of his economic team is likely to keep a lid on
US dollar performance. Net — Net Positive for Russia/rouble

Russia as an emerging market safe haven

US — Asian relations are now at risk of protectionist trade policies as indeed are relations with Mexico whilst
tighter immigration policies are unlikely to improve relations with the rest of Latin America. The risk premia at
which Russian stocks have traditionally traded versus their global peers should gradually reduce to reflect
the new order. Net — Net Positive for Russia

Will there be a sustained bounce in Russian equities?

We believe that this is more likely than not. Russian equity valuations are attractive in a global context, risk
premia for Russia are likely to reduce and the factors above will play into the hands of Russian investors.
Amongst GEMs funds Russian exposure continues to be concentrated in a small number of names which
could provide room for a broader rally in Russian equities.

Fundamentals will continue to drive our investment process and these do not change overnight. Hence we
are not trading on the back of these election results preferring instead to see our Russian stock picks do
their job to provide long-term performance. Our investors however need to make asset allocation decisions
and we believe that yesterday’s seismic shock provides a great opportunity to reassess the case for

investing in Russia.

Investors can gain exposure to Russia by way of Charlemagne Capital’s Magna Eastern European Fund,
which had over 50% of its assets in Russia as at the end of October 2016. The performance of this fund is

shown below.
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The Magna MENA Composite is based on all share classes of the Magna MENA Fund. Charlemagne Capital claims compliance with the Global Investment Performance Standards
(GIPS®), as verified for the period 1 Jun 2000 through 31 Dec 2014 by Ashland Partners. A copy of the verification report and a presentation that adheres to GIPS standards are
available upon request.

Source: Charlemagne Capital, S&P
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This document is issued by Charlemagne Capital (UK) Limited, which is authorised and regulated by the Financial Conduct Authority.

Address:  Charlemagne Capital (UK) Limited Tel: + 44 (0)20 7518 2100
39 St James's Street Fax: + 44 (0)20 7518 2199
London Email: marketing@charlemagnecapital.com
SW1A 1JD Website:  www.charlemagnecapital.com

This document may not be disclosed, distributed, copied, reproduced or used (in whole or in part) for any purpose without the express written consent of Charferagne Capital (UK) Limited
(“Charlemagne’). Charlemagne has been appointed by Magna Umbrefla Fund plc (the “Company’) to procure the distibution of its Shares. The Company is an open-ended umbrelia
investment company authorised by the Central Bank of Ireland as a UCITS. Charlemagne Capital (UK) Limited is authorised and regulated by the Financial Conduct Authority (“FCA”). The
Company has sought and has been granted approval by the relevant regulatory authorities to market and distribute its Shares as appropriate in the following jurisdictions: UK; Germany;
Luxembourg; Austria; *Switzeriand; The Netheriands; Denmark; Singapore, France, Finland, Sweden and lfaly. In Canada, the distribution of this document and any other document relating
to the diistribution or marketing of the Company (including the Prospectus relating to Company), is made and will be made only to accredited investors (as defined in National Instrument 45-
106 — Prospectus and Registration Exemptions) or pursuant to another applicable prospectus exemption. Full information on the regulatory status and the applicable laws relating to the
marketing and distribution of the Company’s Sheres in the various jurisdictions in which the Company is registered are more particularly set out in the Prospectus of the Company. The
purchase of shares in the Company constitutes a high risk investment and investors may lose a substantial portion or even all of the money they invest in the Company. Investors are
aadvised to read the section of the Prospectus entitled “Risk Factors” prior to investing in the Company. The information within does not constitute investment, tax, legal or other advice and is
not a recommendation or an offer to sell nor a solicitation of an offer to buy Shares in the Company, which may only be made on the basis of the Company’s Prospectus. An investor in the
United Kingdom who enters into an agreement to acquire Shares in the Company will not have the right to cancel the agreement under any cancellation rules made by the FCA.
Charleragne reasonably believes that the information contained herein is accurate as at the date of publication but no warranty or guarantee (express or implied) is given as to accuracy or
completeness. The information and any opinions expressed herein may change at any time. The Prospectus of the Company shall not be distributed and Shares in the Company shall not
be offered, distiibuted or sold in any jurisdiiction in which such distriibution, offer or sale would be unlawful. Prior to investing in the Company, investors are advised to contact their
independent financial adviser and should read all documents relating to the Company that may be obtained from the Administrator, the Share Distributor or the website of
www.fundinfo.com. This document includes statements that are, or may be deemed to be, “forward-looking statements”. These forward-looking statements can be identified by the use of
forward-ooking terminology, including the terms “believes”, “estimates”, “anticipates”, “expects”, ‘intends”, “may”, ‘wil” or “should” or, in each case, their negative or other varnations or
comparable terminology. These forward looking statements include all matters that are not historical facts. They apgear in a number of places throughout this document and include
statements regarding the intentions, beliefs or cumrent expectations of Charlemagne conceming, amongst other things, the investment objective:s and investment policy, financing strategies,
investment performance, results of operations, financial condition, prospects, and dividend policy of the investment vehicle and the markets in which it, and its portfolio of investments, invest
andlor operate. By their nature, forward-looking statements involve risks and uncertainties because they relate to evenis and depend on circumstances that may or may not occur in the
future. Forward-looking statements are not guarantees of future performance. The fund's actual investment performance, resuls of operations;, financial condition, dividend policy and the
development of its financing strategies may differ matenally from the impression created by the forwarcHooking statements contained in this document. There is no assurance the Company
will achieve its investment objectives or the target retums described in the document. *The prospectus for Switzertand, Key Investor Information Documents, the articles of incorporation, the
annual and semi-annual reports, as well as the list of the buying and selling transactions can be obtained free of charge from the representative in Switzerland, Camegie Fund Services SA.,
11, rue du Général-Dufour, 1204 Geneva, Switzeriand, Tel. +41 227051177, Fax: + 41 227051179, ww.camegie-fund-services.ch. The paying agent is Banque Canionale de Genéve, 17
Quai de I'lle, 1204 Geneva, Switzeriand.




