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The investment team completed the second quarter with a trailing one-year net
return for the strategy standing at +0.9% compared to returns of +8.2% and +7.1%,
respectively, for the tracked major indices of our surviving equity long/short fund
peers—HFRI Equity Hedge (Total) Asset-Weighted Index and Morningstar Long-Short
Mutual Fund Category—over the same period. 1,3 Cumulative net performance since
their portfolio inception (March 2009) stands at +286.2% for the strategy compared to
returns of +127.3% and +90.9% for these same peer indices, respectively.
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Quarterly Review

Our small step back this quarter left our strategy slightly positive year-to-date in a
hyper-narrow equity market where mega-cap stocks surged while most other stocks
declined. Concurrent with the mega-cap divergence was a sharp “junk”/short-covering
rebound in lower-quality equities that had been decimated during the bear market of
2022. Speculation that the pause in interest rate hikes could signal the end of the rate
cycle added fuel to both forces. We've witnessed both phenomena many times over
the years and would note that the “junk” rally, so far, is typical in magnitude, while
the mega-cap divergence is more pronounced than usual. Together, they represent
both a headwind and an opportunity. Our long book contributed an estimated +2.9%
net in Q2, with our small and mid-cap positions generally lagging behind the narrowly
led market. Our short/put book contributed an estimated -4.0% net, with a majority of
puts eroding in value with the bounce in many unprofitable/leveraged equities. Given
these forces, we found attractive opportunities to reposition capital between divergent
positions within the long book and to refresh put positions with higher strike prices and
longer durations. After moderate declines in April and May, the strategy’s performance
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rebounded in June with a +2.9% net monthly gain as the market breadth increased. We
believe both sides of the book have compelling potential at current prices.

We may not yet be in an officially declared recession, but corporate profits are receding
and consumers are under increasing stress. With some exceptions, Q1 earnings results and
outlooks highlighted both cooling demand and rising costs. We note that selling cycles have
lengthened and business deals are taking longer to close. Most consumers are feeling the
compounding impact of inflation over the past few years which effectively accumulates to
approximately a 15%-20% permanent new tax on consumption (not even including what
we perceive to be a notable decline in content and quality of some products and services).
Rising mortgage rates plus home price inflation have caused payments for new mortgages
to nearly double since 2021. White collar layoffs continue to hit high-income knowledge
workers (30% of this year's Harvard Business School MBA class reportedly did not have job
offers at graduation, and many with offers have deferred starts). Increased prices for many
essentials and the resumption of student loan payments threaten to crowd out discretionary
consumer spending. The boost of excess Covid savings and massive stimulus has nearly
been depleted.

“Excess” Household Savings
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We believe the impact of higher interest rates is still not yet fully reflected at both the corpo-
rate and consumer levels. Credit card rates have surged to levels not seen in decades and
delinquencies have been steadlily rising.
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Highly leveraged companies will likely refinance at much higher rates as their debt matures.
At best, this reduces profits and at worst, it forces a restructuring that impairs equity value.
Interest coverage ratios (EBITDA/interest expense) for LBOs conducted in 2021 were 3.5x on
average at the time of the deals. This ratio has declined to about 2.0x today due to higher in-
terest rates and is poised to fall lower if rates move even higher and/or EBITDA moves lower.
This suggests private equity portfolios could take negative marks in the coming quarters. We
continue to expect a crescendo of bankruptcies over the next couple of years.

Please see important information at the end of this document.
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Figure 2: Default and distressed exchange volume on pace to be the third largest annual total on
record
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Al mania has been an excellent distraction/hiding place from the bleakness elsewhere in the mar-
ket. The key task in the coming years will be to determine what Al can do that is actually valuable
and useful in a business setting. Will Al be truly revolutionary and be able to train itself to do ever
more creative/complex tasks, or is it merely the next extension/evolution of traditional coding, ca-
pable of only linear incremental gains? Will Al be a competitive advantage or just a widely available
necessity? Who will benefit the most, the creators or users of Al? How do we distinguish between
the companies truly developing/practising Al and the imposters that are attaching themselves to
the concept, seeking a higher valuation multiple? There are plenty of examples of the latter, rang-
ing from a company claiming to use Al to better price risk in the ultra-competitive auto insurance
market to another claiming to select the best suited wardrobe to make you more fashionable. This
hot theme has added fuel to the rally and raised embedded expectations for a large group of eg-
uities that had been nearly abandoned. We suspect there will be a few pockets of revolution, but
the main impact of Al will be more in prosaic but useful tools that automate a wide range of tasks
and provide new functionality. One recent example we find promising among our long holdings is
Dropbox’s launch of its Dash product, which seeks to unleash generative Al on a company’s own
protected private data which is already stored by Dropbox.

We expect a volatile Q2 earnings season, given the risks and uncertainties highlighted above.
However, we are finding compelling opportunities on both sides of the book. The upside to our
appraised values is well above average in our long book for excellent businesses and management
teams (mostly owner-operators). Many of these longs have lagged or fallen so far that we believe
they could be resilient in a downturn and are strong enough to gain market share and catalyze
further value by repurchasing undervalued stock. Some long positions have countercyclical charac-
teristics or are undergoing change that can unlock value. We believe our put portfolio is poised to
benefit from rising rates, persistent inflation, consumer recession and the less forgiving capital-rais-
ing environment for young cash-burning ventures.

Position Contributions

NVE (“NVEC") is making a second consecutive appearance as a top contributor to the strategy and
our comments from last quarter are still relevant.

Dropbox (“DBX") equity, in our view, became meaningfully undervalued in recent years through
a combination of stock price decline and steady free cash flow generation and intrinsic value in-
crease. This leading player in cloud storage has franchise qualities and has recently become more

focused on efficiency and better scaling its large investment in stock compensation. DBX’s newly
launched Al innovations mentioned earlier could drive incremental growth.

Atkore (“ATKR") is another repeat contributor this quarter and our comments from last quarter
still stand. We recently gave a detailed presentation on the company at the MOI Global Wide
Moat Investment conference in June. Please contact us if you would like to view it.

Please see important information at the end of this document.
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After years of analyzing Tesla (“TSLA"), we finally purchased a position after its 60% price
decline during the tech crash last year, which coincided with the continued impressive
execution of their business plan. We were rewarded with a quick rebound in the stock and
believe risk/reward is now better reflected in the short term. Tesla’s market value is ahead
of our sum-of-the-parts appraisal that examines each of the company’s different business
ventures, but there are scenarios where this value can grow further over time.

Houlihan Lokey (“HLI"), a long-time holding, appreciated modestly as fears over slowing
deal activity became better anticipated in the earnings outlook. HLI could see a tailwind
from restructuring work if our view on distressed companies proves accurate.

On the losing side of the ledger, put premium erosion was, by far, the largest detractor
as the sharp rally in leveraged and venture equities pushed most of our positions further
out of the money. We view this rally as an excellent opportunity to replace these puts with
higher-strike puts for names where our negative thesis still applies (i.e. most of them).

SBA Communications ("SBAC"), a leading owner and operator of communication towers,
underperformed with the headwind of a rising cost of debt capital. In our opinion, the
tower business is one of the best businesses on the planet (each tower is a micro monop-
oly with low scalable fixed costs), but the tower equities for years have traded above our
estimates of fair value. SBA is much more reasonably priced now, should benefit from a
large 5G wireless buildout, and is using its strong free cash flow to deleverage its balance
sheet.

United Therapeutics (“UTHR") was again a small detractor this quarter with some lin-
gering payer concerns and intellectual property litigation with a potential new market
entrant. We believe these are manageable issues and there have recently been favour-
able developments for UTHR in the court case. We appraise the company’s pulmonary
hypertension franchise much higher than the market and are quite excited about plans for
investment in a new organ-manufacturing facility in Research Triangle which represents
an embedded call option which we believe is not given much credit by the market nor
the analyst community.

We exited our position in Zoom Video (“ZM") during the quarter after lowering our growth
expectations and concluding that other investments were relatively more attractive. By
contrast, we added to our position in Sprott (“SIl”) which was a small detractor during the
quarter. Sprott is a highly experienced niche asset manager with a differentiated line of
investment funds focused on precious metals and energy-transition commodities.

The Fund exited Q2 2023 with a net long exposure of 74% (beta-adjusted), nearly un-
changed compared to the beginning of the quarter. Gross exposure is also stable. We
replaced a substantial number of eroded or expired puts with new options where nega-
tive investment theses still warranted it. Similarly, we harvested a few long positions and
redeployed capital to relatively more attractive opportunities. Our portfolio is balanced
as we are able to find a diverse range of compelling ideas on both sides of the portfolio.

Please see important information at the end of this document.
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Appendix: Graphics We Found Interesting
A. Dominance of mega-caps in developed markets

Figure 1: Median year-to-date Total Shareholder Return % by market cap thresholds (Developed Markets)
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C. 10yr/2yr yield curve inversions happen about once a decade, often before a recession.
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D. Is de-dollarisation cyclical or secular?

Dollar's Shrinking Share
IMF gauge of dollar role in global reserves lowest since '95
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E. What if Tesla establishes durable scale advantages and undercuts into the auto industry

How Tesla's top sellers have compared to the average new car in the US Top-selling electric vehicles in the U.5. for
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F. This is why the U.S. will have to keep borrowing more!

Chart 2: Spending Cuts Needed to Balance the Budget by 2032
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G. Central banks have been buying more gold than usual in recent quarters

Tonmes
1,600
1,400
S AL B P a1
EQD 1
E00
400
200 I I I
]
=200
400
Q118 Q1"g 21'20 Q121 Q122 o123
@ Jewellery fabrication @ Technology
' Total bar and ceoin demand @ ETFs and similar products
@ Central banks and other inst. ~ - Gold demand (S-year quarterly average)

Sources: Metals Focus, World Gold Council; Disclaimer

H. Is gold under-reserved globally?

Gold as a Percentage of Global International Reserves
- Combined data series (1880-2022) + Data by Robert Triffin
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I. Was 2021 “peak ESG" in financial markets?
S&P500 Earnings Call Key Words Analysis
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Important Information - The views and statements contained herein are those
of Crawford Fund Management LLC in their capacity as Investment Advisers to
the Fund as of 10/07/2023 and are based on internal research and modelling.

Warning - The contents of this document have neither been reviewed nor
endorsed by the Central Bank of Ireland or any other regulatory authority. If you
are in any doubt about any of the content of this document you should obtain
independent professional advice.

Morningstar® Disclaimer - © 2023 Morningstar, Inc. All rights reserved. The
information contained herein: (1) is proprietary to Morningstar and/or its content
providers; (2) may not be copied or distributed; and (3) is not warranted to be
accurate, complete, or timely. Neither Morningstar nor its content providers are
responsible for any damages or losses arising from any use of this information.
Past performance may not be a reliable guide to future performance. Returns
could be reduced, or losses incurred, due to currency fluctuations. For more
detailed information about Morningstar Rating, including its methodology,
please go to: http:// corporate.morningstar.com.

Bloomberg Disclaimer - Data presented herein is obtained via Bloomberg
PORT where stated. Any such data is subject to change from the date of
production of this document. Such changes may impact upon comparative data
between the investment and benchmark present. Such information therefore is
provided for reference purposes only, is subject to change and should not be
relied upon for an investment decision.

ICE LIBOR - This index measures the performance of the US dollar denominated
ICE LIBOR rate with maturity of the 3 months. LIBOR indicates the interest rate
that banks pay when they borrow from each other on an unsecured basis. It is
fundamental to the operation of both UK and international financial markets,
including markets in interest rate derivatives contracts. it is used to determine
payments made under derivatives by a wide range of counterparties including
small businesses, large financial institutions and public authorities.

General Disclaimer - This marketing communication relates to E.l. Sturdza
Funds Plc, an open-ended umbrella investment company with variable capital
and segregated liability between Funds incorporated with limited liability in
Ireland under the Companies Act 2014 with registration number 461518 (the
"Company”) and established as an undertaking for collective investment in
transferable securities (UCITS) pursuant to the European Directive no 2009/65/
EC as amended (the “UCITS directive”), and the sub-fund mentioned within this
communication (the “Fund”). A decision may be taken at any time to terminate
the arrangements made for the marketing of the Fund in any EEA Member
State in which it is currently marketed. In such circumstances, Shareholders in
the affected EEA Member State will be notified of this decision and will be
provided with the opportunity to redeem their shareholding in the Fund free of
any charges or deductions for at least 30 working days from the date of such
notification.

This document is issued by Eric Sturdza Management Company S.A
("ESMC"), a regulated Management Company approved by the Commission
de Surveillance du Secteur Financier under registration ID S00001025 and
appointed by the Fund, registered for distribution in the following countries:
France, Germany, Ireland, Italy, Switzerland and the United Kingdom. ESMC's
registered office address is 16, rue Robert Stumper, L-2557 Luxembourg. ESMC
has appointed E.l. Sturdza Strategic Management Limited (“EISSML"), as
investment manager and global distributor which is regulated by the Guernsey
Financial Services Commission and registered under Company Number 35985.
EISSMLs registered office address is 3rd Floor, Maison Trinity, Rue du Pre,
St Peter Port, Guernsey GY1 1LT. EISSML is part of the Eric Sturdza Group.
EISSML has appointed E.Il. Sturdza Investments Limited as sub-distributor.
This document is approved for issue in the United Kingdom by E.I. Sturdza
Investments Limited, 6th Floor, 130 Jermyn Street, London, SW1Y 4UR which
is an appointed representative of Thornbridge Investment Management LLP
which is authorised and regulated by the Financial Conduct Authority. The
information contained herein is estimated, unaudited and may be subject to
change.

This document is not intended for U.S Persons pursuant to Regulation S of the

Securities and Exchange Commission under the U.S. Securities Act of 1933, as
amended (https://www.sec.gov). The Fund presented in this document is not
registered under United States federal securities laws or any other applicable
law in the states, territories and possessions of the United States of America.
Consequently, it cannot be marketed directly or indirectly in the United States
(including its territories and possessions or areas subject to its jurisdiction) and
to or for the benefit of U.S. Persons.

This document is for information purposes only and does not constitute a
recommendation to buy, sell or otherwise apply for shares in the Fund and
any of the sub-funds, nor does it constitute investment, legal or tax advice.
The information contained in this document reflects the opinion of E.I. Sturdza
Strategic Management Limited and may change without notice.

The Fund is subject to tax laws and regulations of Ireland. Depending on your
home country of residence, this might have an impact on your investment. In
general, the tax treatment depends on the individual circumstances of each
potential investor and may be subject to change in the future. E.Il. Sturdza
Strategic Management Limited has not considered the suitability of investment
against your individual needs and risk tolerance. Any potential investor
should assess the suitability of this investment solution to his/her risk profile.
Investment in the Fund is suitable only for those persons and institutions for
whom such investment does not represent a complete investment program,
who understand the degree of risk involved (as detailed under the section
headed "Risk Factors” in the Prospectus and Supplement), can tolerate a
high level of volatility and believe that the investment is suitable based on the
investment objectives and financial needs. Please consult your financial and tax
adviser.

Investing in the Fund and any other sub-funds involves risks including the
possible loss of capital. There can be no assurance that a sub-fund’s investment
objective will be achieved or that there will be a return on capital. The value
of an investment may go down as well as up and you may not get back the
amount you originally invested. Past performance and forecasts are not reliable
indicators of future results. Performance figures do not take into account
commissions, costs incurred on the issue and redemption, nor local taxes. Please
note that performance figures, reference benchmarks and asset allocation are
provided for information purposes only. Before any investment decisions,
you must read the Fund Prospectus, the relevant Key Investor Information
Documents (KIID)s, the articles of incorporation as well as the annual and semi-
annual reports, to find out about the inherent risks, fees and conditions of the
Fund. A copy of the English version of the prospectus of the Fund and the KIID
is available on www.ericsturdza.com/literature/ and may also be obtained from
info@ericsturdza.com. Where required under national rules, the KIID is also
made available in the local language of the relevant EEA Member State. KlIDs
must be made available to the subscriber prior to subscription. A summary of
investor rights associated with an investment in the Fund shall be available in
English from Eric Sturdza Investments by contacting info@ericsturdza.com or
via https://ericsturdza.com/shareholder-rights/.

Switzerland - The Fund is registered with the FINMA for public distribution
to Swiss non-qualified investors. The representative agent in Switzerland is
CACEIS (Switzerland) SA and the paying agent is CACEIS Bank, Montrouge,
Nyon Branch / Switzerland, 35 route de Signy, CH 1260 Nyon. Copies of the
Swiss Prospectus, Swiss KIIDs, Swiss articles of association, Swiss annual and
semi-annual reports may be obtained free of charge at the Swiss representative
or at www.ericsturdza.com. Publication of subscription/redemption prices and
NAV: www.fundinfo.com

United Kingdom - The Fund is a Recognised fund in the United Kingdom
under the Financial Services and Markets Act 2000. This document is a financial
promotion and has been approved for the purposes of Section 21 of the
Financial Services and Markets Act 2000, by E.I. Sturdza Strategic Management
Limited, which is an Authorised Schedule 5 entity. UK regulation for the
protection of retail clients in the UK and the compensation available under the
UK Financial Services Compensation scheme does not apply in respect of any
investment or services provided by an overseas person. FE Fundinfo (UK) Ltd
- Facilities Agent.
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