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JK Global Opportunities Fund July 2018
The Fund was flat in July, (GBP Class, Net of Fees).

The Fund was flat during the month. Stock performances were mixed, with weakness in Facebook
offset by strong moves in the likes of lllumina, Reckitt Benckiser, and Mesoblast. The short bond
positions have been reduced significantly as we feel the chance of a rally is there given the pressure
on risk assets generally. We have increased the US Dollar long position through the Dollar Index (DXY),
and we have increased the Sterling short as Brexit uncertainty increases. Long Dollar positions act as
a hedge to our long risk asset (equity) positioning.

There are a lot of cross currents operating in global financial markets at present. On the one hand the
global economy is relatively robust, albeit largely due to strength in the US, with earnings generally
good, and positioning and sentiment relatively cautious. However, rising US interest rates and the
stronger Dollar is clearly putting pressure on emerging markets. Central Banks are draining liquidity,
and the current trade ‘spat’ with China, and its effect on the Renminbi and the Chinese economy, is a
source of considerable concern. Equity markets have gone nowhere in aggregate so far this year,
although there has been considerable dispersion. The US market has been relatively strong, with
certain EM’s — principally China and Turkey — seeing meaningful corrections. Times like these create
opportunities for a Fund like ours, and recently we have been adding to Chinese exposures, as well as
convertible bonds in the Asian region. Whilst we are clearly not out of the woods yet, valuations are
starting to get compelling. As such we are gradually building exposures back up, having had a fairly
defensive exposure to risk assets for much of the year. We should reiterate as well that the strong
earnings growth in the US, combined with the muted stock market reaction, has led to a meaningful
derating in this market and as such we are reluctant to be too bearish. We would also note that there
are no signs of a major real estate bubble which is how financial crises usually come about in
developed markets.

The major risk as we see it for financial markets is a significant rise in the US Dollar, combined with
sharply rising US interest rates. We have increased our Dollar longs recently, partly as a hedge against
our increasing Asia equity exposures. We would note that China has started to ease policy recently.
There has been a big rally in SHIBOR (i.e. interbank interest rates have fallen) and the Yuan has
weakened considerably. The Shanghai Composite index is off over 20% in US Dollars this year, and
back to levels last seen in 2014. Conditions ideal to take a contrarian view and start accumulating.

Turning to Turkey, the current topical story, while US sanctions may have been the trigger for the
latest declines, concern about rising inflation (15.8% y-y in July) and economic vulnerability was
already acute (especially after the central bank kept rates on hold on 24 July when consensus was
looking for a 100bp hike. Policy rates are 17.75%. 10yr bond yields are 22%. PMI has been below 50.0
since April). A comprehensive policy package is needed to bolster confidence, which looks unlikely at
present. Turkey’s foreign debt is about $450bn, or four times its foreign exchange reserves and reflects
large historic current account deficits. In the next 12 months the combined forecast current account
and maturing debt total over $220bn or 25% of GDP. A deep recession combined with debt
renegotiations seems the most likely outcome. Spanish banks have the largest exposure to Turkish
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debt at just over $100bn, followed by French banks at $45bn. Most of the debt is in euros so debt
service costs in lira have soared. Corporate defaults will likely rise significantly as a result of this and
the forecast recession.

For Asia, the main impact remains through risk aversion, dollar strength and resulting portfolio
outflows. The Euro has declined more than -2% since the highs of last week (given exposure of
European, especially Spanish, banks to Turkey), and the J.P. Morgan EM currency spot index was down
-4% last week (biggest weekly decline since September 2011). We would note however: (1) Asian
companies’ declared revenue exposure to Turkey is almost zero. (2) Asian banks have marginal
exposure to Turkey. (3) Turkey is 0.6% of MSCI EM and thus the direct impact on flows is likely limited.

As we have alluded to above, the US Q2 earnings results were solid across the board. The proportion
of companies beating EPS estimates was the highest in the US since 3Q '09, and was higher than
historical trends in Europe and Japan. Q2 EPS growth improved sequentially vs Q1 in both the US and
Europe. While there were some notable profit warnings at the beginning of the quarter, we note that
an above average proportion of companies have revised EPS guidance higher in the US.

84% of S&P500 companies have reported Q2 earnings: 83% beat EPS estimates, the highest since 3Q
‘09. EPS growth at +25% y/y is surprising expectations by 5%. Most sectors are reporting double digit
earnings growth, with earnings for Cyclicals growing almost twice the rate of Defensive sectors. Top
line delivery is healthy as well, with 70% of companies beating sales estimates. Overall revenue growth
is running at +9% v/y.

Earnings revisions in Asia have been negative in recent weeks, and particularly so in China. But the
picture looks much less worrisome when USD dynamics are removed. Thus, MSCI China EPS in CNY
terms is quite stable. Regionally, half of the 2Q reporting season is done so far. While the early strong
momentum has faded somewhat, EPS is still 5% ahead of expectations on aggregate. Revenues are
4% ahead. India and Taiwan have seen the most upside surprises.

In conclusion, at present we are trying to navigate our way through a challenging environment in
markets without too great a drawdown. Value however is starting to look quite compelling in certain
areas and we are building back exposures, albeit tentatively.

JK Global Opportunities Fund is a weekly dealing UCITS fund. It can be held by ISA’s, SIPP’s, Pensions,
Charities, Family Offices, Endowments, as a direct holding or through a Private Wealth Manager. All
classes have UK Reporting Status.
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GBP Class (%)

‘ Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Ytd
2018 ‘ +6.32 | -1.45 -2.01 -1.05 +3.67 | -3.30 | -0.01 +1.83
2017 ‘ +2.97 | -1.11 | +1.97 | +3.52 | +2.16 | -0.43 | +2.84 | +2.19 | +0.46 | +5.38 | +2.54 | +1.55 | +26.66
2016 ‘ -5.68 | +0.15 | +6.37 | -0.85 +0.92 | -1.35 | +3.67 | -0.87 | +1.49 | +1.80 | +0.20 -1.92 +3.50
2015 ‘ +1.87 +3.87 +0.24 +2.11 +3.89 -4.65 -0.16 -8.20 -6.51 +6.29 | +1.40 -0.77 -1.69
2014 ‘ -4.02 -1.96 -0.93 -4.69 +0.89 +1.90 | +0.06 -1.61 +2.02 +0.09 | +7.77 -2.86 -3.86
2013 ‘ +6.18 -1.23 +3.52 +8.65 -2.79 -2.93 +3.05 -0.77 +6.43 +0.96 | +4.15 +3.23 +31.51
2012 ‘ +2.43 | +4.74 | -0.62 -1.98 -1.54 -0.84 | +0.73 | +1.49 | -0.54 | -1.21 | +1.25 | +4.75 +8.68
2011 ‘ -0.92 | -0.19 -1.13 | +0.80 | -2.89 -1.55 | -1.43 -1.14 | -3.60 | +0.94 | -2.67 +0.37 | -12.71
2010 ‘ +0.83 | +0.90 | +3.77 | +1.93 -4.44 | +1.69 | +0.70 | +0.87 | +0.02 | +1.38 | -0.88 +1.74 +8.62
2009 ‘ +1.73 +10.1 +2.66 +5.01 +1.23 +1.25 +1.57 | -1.14 +3.32 +28.40

USD Class (%)
‘ Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Ytd
2018 ‘ +6.49 -1.25 -1.89 -0.89 +3.75 -3.06 +0.12 +2.97
2017 ‘ +3.07 -1.06 +2.06 +3.56 +2.15 -0.31 +2.96 | +2.35 +0.63 | +5.47 +2.60 | +1.71 | +28.09
2016 ‘ -5.53 +0.16 +6.52 -0.81 +0.93 -1.32 +3.74 -0.81 +1.53 | +1.86 +0.22 -1.82 +4.26
2015 ‘ +1.95 +3.92 +0.28 +2.17 +3.81 -4.75 -0.15 -8.28 -6.48 +6.34 +1.36 -0.74 -1.65
2014 ‘ -4.07 -1.88 -0.95 -4.73 +0.85 +1.92 +0.05 -1.59 +1.97 | +0.18 +7.70 -2.84 -3.91
2013 ‘ +6.06 -1.22 +3.54 +8.83 -2.63 -3.09 +3.02 -0.86 +6.57 | +1.00 +4.52 +3.38 || +32.33
2012 ‘ +2.43 | +4.80 -0.65 -2.03 -1.50 -0.87 +0.72 +1.52 -0.56 | -1.22 +1.23 +4.79 +8.72
2011 ‘ -0.95 -0.20 -1.13 +0.82 -2.88 -1.55 -1.50 -1.17 -3.51 +0.94 -2.63 +0.34 -12.73
2010 ‘ +0.81 | +0.84 | +3.74 +1.92 -3.95 +1.76 | +0.74 | +0.87 +0.01 | +1.39 -0.88 +1.72 +9.13
2009 ‘ -2.51 +0.03 +3.13 +2.13 +13.8 +3.42 | +6.08 | +1.06 +0.99 | +1.58 -1.10 +3.14 || +35.61
2008 ‘ -1.76 -0.01 -0.50 +1.22 -1.15 -4.74 -1.58 -1.00 -1.93 -0.05 -0.44 +2.83 -8.92
2007 ‘ +2.01 -1.34 -2.35 -0.81 +1.63 +4.04 | +0.41 -6.10 +0.14 -1.38 -3.97 -3.74 -11.27
2006 ‘ +0.13 -3.78 +3.72 -2.27 -3.75 +1.57 -4.58 +3.13 -0.84 +2.73 -1.03 +1.61 -3.75
2005 ‘ -0.75 +1.04 | +0.36 -0.65 -1.05 +0.90 | +2.01 | +1.99 +9.65 | +4.55 | +7.71 | +9.41 | +40.31
2004 ‘ +0.82 | +2.03 +6.57 +0.16 -2.15 +1.61 -1.66 -0.96 -0.48 -0.78 -0.27 +2.18 +6.98
2003 ‘ +0.01 | +0.39 +0.40

EURO Class (%)
‘ Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Ytd
2018 ‘ +6.36 -1.44 -2.09 -1.16 +3.59 -3.39 -0.11 +1.64
2017 ‘ +3.69*% | +2.47 | +1.43 | +7.77*

*Euro Class started on 04-Oct-17
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YEN Class (%)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Ytd

+6.38 | -1.42 -2.06 -1.16 +3.59 -3.26 -0.10 +1.43

+2.87 -1.14 +1.88 +3.57 +2.21 -0.63 +2.83 +2.20 | +0.54 | +5.33 | +2.42 +1.49 || +26.07

-5.47 | +0.00 | +6.50 -0.83 +0.89 -1.40 | +3.87 -0.93 +1.38 | +1.74 | +0.07 -2.01 +3.36

+1.96 | +3.85 | +0.29 | +2.08 +3.93 -4.77 -0.19 -8.07 -6.54 | +6.33 | +1.42 -0.85 -1.63

-4.10 -1.86 -0.96 -4.74 +0.82 | +1.90 | +0.03 -1.61 +2.03 | +0.51 | +7.92 -2.93 -3.53

+6.31 -1.17 +3.49 +9.16 -2.78 -3.02 +2.98 -0.88 +6.62 | +0.99 | +4.61 +3.52 || +33.21

+2.35 | +5.36 -0.68 -2.00 -1.50 -0.92 +0.66 | +1.49 -0.58 -1.26 +1.24 | +4.98 +9.18

-0.99 -0.21 -1.17 +0.78 -2.91 -1.54 -1.47 -1.21 -3.52 +0.90 -2.67 +0.25 -13.02

+0.76 | +0.82 | +3.93 | +1.90 -3.62 +1.67 | +0.68 | +0.83 -0.02 | +1.32 -0.92 +1.62 +9.17

-0.44 | +2.14 | +2.41 | +3.29 +17.6 | +5.35 | +2.75 | +1.22 | +1.17 | +1.98 | -1.32 +3.85 | +46.57

-1.92 -0.22 -0.69 +1.09 -1.31 -4.88 -1.77 -1.32 -1.87 -1.00 -0.86 +2.31 -11.89

+1.64 | -1.67 -2.71 -1.19 +1.26 | +3.72 | -0.03 -6.09 -0.28 -1.75 -4.16 -4.10 -14.68

-0.31 -4.10 | +3.40 -2.55 -4.13 +1.21 | -5.00 | +2.76 | -1.23 | +2.29 | -1.43 +1.25 -7.99

-0.94 | +0.93 | +0.20 | -0.96 -1.36 | +0.67 | +2.08 | +1.71 | +9.66 | +4.45 | +7.66 | +8.98 | +37.47

+0.74 | +2.04 | +6.20 | +0.45 -2.20 +1.52 | -1.82 -1.04 -0.61 -0.88 -0.40 +2.01 +5.88

-0.06 +0.31 +0.25

NAV as at 31-Jul-18

GBP class 219.51

USD class 283.04

Yen class 25,679.35

Euro Class 109.31

Source: Apex Fund Services (Ireland) Ltd.

Asset Type as at above date (market exposure % of Total NAV)

Level 1

Level 3

Total

Level 2 ‘

Source: JK Investment Management LLP

For more information on the Fund, please see Www.jKim.co.uk

Administrator for JK Global Opportunities Fund (Orders by 3pm on a Tuesday)

Apex Fund Services, Dublin Tel: +353 21 463 3366, Fax: +353 21 463 3377,
Email: jkinvestments@apexfunds.ie

All data is Net of management and performance fees. Fund was launched on November 3 2003. GBP Class launched 1st April 2009.
Mandate broadened to Asia Inc Japan and Name of Fund changed April 1%t 2009. Please note that performance from 1st April 2009

to 30th August 2013 is for the JK Absolute Return Fund. This Fund re-domiciled from Cayman to Ireland becoming an Irish UCITS on 30th

August 2013 and changed its name to The JK Global Opportunities Fund. Management and performance fees have also been reduced

from this date (see Prospectus in for details). Historic performance is not a guide to future returns.

Source: JKIM LLP, Apex Fund Services (Ireland) Ltd.
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For the use of Professional Investors only

Important Notice ‘

This document is issued by JK Investment Management LLP (“JKIM”) only to, and is directed only at persons who are
professional clients and eligible counterparties for the purposes of the Markets in Financial Instruments Directive
(“MiFID”). Information contained in this document must not be relied or acted upon by any other persons. This document
is only intended for use by investors registered or domiciled in EEA jurisdictions.

Please contact JKIM if you require any further information on your status.

JKIM is authorised and regulated by the Financial Conduct Authority of the United Kingdom (“FCA”) and is registered in England
under Registration No: 0C304800. The registered office address of JKIM is Bury House, 3 Bury Street, Guildford, Surrey GU2
4AW. The regulatory status of JKIM can be confirmed on the FCA website at http://www.fsa.gov.uk/register/.

The material contained in this document is directed only at persons or entities in any jurisdiction or country where such access to
information contained herein and use thereof is not contrary to local law or regulation. Accordingly, all persons who read this
document are required to inform themselves of and to comply with any such restrictions.

Information Only: Nothing in this document constitutes or forms part of any offer to issue or sell, or any solicitation of any offer
to subscribe or purchase, shares, units or other interests (“Shares”) in investments referred to herein. Nor shall this document
form the basis of, or be relied on in connection with, any contract for Shares. Applications to invest in any product referred to in
this document must only be made on the basis of the documentation relating to the specific investment and you should refer to
your investment adviser. If you are in any doubt about the information contained in this document please call us on 01483 301142
or consult a professional financial adviser.

No Reliance and No Advice: The information contained in this document is provided solely on the basis that you make
your own investment decision and does not constitute a personal recommendation or investment advice. You alone will
bear the sole responsibility of evaluating the merits and risks associated with the use of any such information, opinions, estimates
and content. JKIM only provides information on its own products. The information contained in this document is provided without
obligation on the party of JKIM or its associates and on the understanding that any person who acts upon it or changed his
investment position in reliance on it does so entirely at his own risk. Furthermore, the firm is not in a position to advise retail
clients (as defined in the FCA Handbook) on your particular circumstances and particular merits of investing in the products.
Nothing contained in this document constitutes investment, legal, tax or other advice nor is to be relied on in making an investment
or other decision. You should obtain relevant and specific professional advice before making any investment decision.
Accuracy of Information: Although JKIM has taken all reasonable care to ensure that the information contained in this document
is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, reliability or
completeness of such information and no liability is accepted by JKIM for the accuracy or completeness of such information. All
information, opinions, estimates and content in this document are provided by JKIM for information purposes only and are subject
to change without notice. Information contained in this document is current only at the date it is first posted and may no longer
be true or complete when received by you.

Risk Factors: Past performance may not be repeated and should not be seen as a guide to future performance. The value of
investments and the income from them may go down as well as up, and investors may not get back the amount originally invested.
Exchange rates may cause the value of overseas investments and the income arising from them to rise or fall. The levels and bases
of and reliefs from taxation may change. Investors should consult their own tax adviser in order to understand any applicable tax
consequences. This list of risk factors is not complete and reference should be made to the documentation relating to the specific
investment. An investment should only be made after receiving and reviewing the prospectus or offering memorandum and the
risk factors contained therein.

No Warranty: The information, opinions, estimates and content in this document are provided without any representations or
warranties of any kind (including, without limitation, representations or warranties as to their accuracy, reliability or
completeness), whether express or implied.

Limitation of Liability: JKIM does not accept any liability for any direct, indirect, special or consequential loss or damage (in each
case, including but not limited to: business interruption, loss of profits, loss of revenue, loss of anticipated savings and/or loss of
good will), arising from, or in connection with the use of information contained in this document; or any decisions you make based
on the information, opinions, estimates and content made available to you in this document whether or not such loss is reasonable
foreseeable as at the date you read this document or JKIM has been advised of the possibility of you incurring such loss or damage,
and whether occasioned by the negligence of JKIM or its employees, agent or subcontractors. This is not intended to exclude or
restrict any duty or liability that JKIM has to its customers under the “regulatory system” in the United Kingdom (as defined in the
FCA Handbook) or which may not be excluded or restricted as a matter of applicable law.

For further information please contact ‘

Francis Kirkpatrick
JK Investment Management LLP
Bury House
3 Bury Street
Guildford
Surrey GU2 4AW
Tel: +44 1483 301 142
Fax: +44 1483 452 219
Email: fk@jkim.co.uk
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