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As was largely the case for 2022 as a whole, investors looked to inflation and its potential
impact on central bank policy to guide sentiment.

Pleasingly, inflation numbers did moderate once more, with US headline falling to 7.1%.
However, central bank rhetoric remained hawkish meaning there was some tempering of
the buoyant mood that had characterised the fourth quarter to December.

There was idiosyncratic optimism in China as the continuation of the relaxation of ‘zero-
Covid’ policy allowed for some further recovery in their ailing equity markets, including in
Hong Kong.

Elsewhere, even Japan finally jumped onto the tightening bandwagon as they adjusted
Yield Curve Control (YCC) by widening the target band to 50bps on the 10 year yield
target of 0%.

The Fund increased by 0.3% to end the year up 1.0%.

As one might expect, given the softer inflation print, the Fund’s rates volatility strategies
were relatively muted.

However, as central banks doubled down on hawkish rhetoric, credit spreads did widen,
to the benefit of the Fund’s credit volatility strategies.

Elsewhere, the Fund’s FX value strategies, which had suffered at the hands of the dollar
for most of the year, continued their recovery. Gold intraday again struggled on non-
normal gold price action.

As we head into 2023, there are three scenarios that could play out for investors to
consider:

1. The Fed have tightened the perfect amount; soft landing.

2. The Fed have tightened too much; hard landing.

3. The Fed have not tightened enough; higher for longer.

In Q4 markets priced in an increasing likelihood of outcome 1. Whilst this is possible, and
clearly is what we all hope for, on the balance of probabilities it is unlikely, particularly
when one considers that they have never managed it in any previous rate rise cycle.

In scenario 2, fixed income is likely to have its time once more, and provide some
diversification to the equity content in portfolios that is likely to struggle in all three of
these scenarios.

However, given that the stickier core components of inflation remain stubborn, the world
is de-globalising at an alarming rate, the world’s second biggest and most commodity
hungry economy is reopening, and unemployment remains floored with labour markets
tight, a significant probability must be assigned to the chance that inflation has not yet
been defeated. Scenario 3 would likely see the same dynamics as in 2022 of bonds and
equities selling off together once more.

Liquid alternatives should perform relatively well in all three scenarios, the same cannot
be said for much else.
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Total Return 2022 Dec

UK 100 4.6% -1.5%

US 500 -18.5% -5.8%

Europe 50 -9.5% -4.3%

Japan 225 -7.8% -6.8%

Hong Kong 50 -12.7% 6.4%

US 2000 -20.4% -6.5%

Swiss 30 -14.3% -3.6%

BCOM 13.8% -2.8%

US Treasury -13.0% -0.5%

Euro Property -38.9% -1.7%

PGF -6.5% -1.3%

AGF 1.0% 0.3%

Real Estate -33.9% -1.2%

US Equity Income -18.4% -5.9%
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"NOTICE TO INVESTORS DOMICILED OR RESIDENT IN
SWITZERLAND - The interests in the UCITS Fund and any
related services, information and opinions described or
referenced in this document are not, and may not be,
offered or marketed to or directed at persons in
Switzerland (a) that do not meet the definition of "qualified
investor" pursuant to the Swiss Federal Act on Collective
Investment Schemes of 23 June 2006 ("CISA") ("Non-
Qualified Investors"), or (b) that are high net worth
individuals (including private investment structures
established for such high-net worth individuals if they do
not have professional treasury operations) that have opted
out of customer protection under the Swiss Federal
Financial Services Act of 15 June 2018 ("FinSA") and that
have elected to be treated as "professional clients" and
"qualified investors" under the FinSA and the CISA,
respectively ("Elective Qualified Investors").
In particular, none of the information provided in this
document should be construed as an offer in Switzerland
for the purchase or sale of the interests or any related
services, nor as advertising in Switzerland for the interests

or any related services, to or directed at Non-Qualified
Investors or Elective Qualified Investors. Circulating or
otherwise providing access to this document or offering,
advertising or selling the interests or any related services to
Non-Qualified Investors or Elective Qualified Investors may
trigger, in particular, approval requirements and other
regulatory requirements in Switzerland.
This document does not constitute a prospectus pursuant
to Articles 35 et seqq. FinSA and may not fulfil the
information standards established thereunder. No key
information document pursuant to Swiss law has been
established for the interests. The interests will not be listed
or admitted to trading on a Swiss trading venue and,
consequently, the information presented in this document
may not fulfil the information standards set out in the
relevant trading venue rules."

- This document has been issued and approved as a
financial promotion by Fortem Capital Limited for the
purpose of section 21 of the Financial Services and Markets
Acts 2000. Fortem Capital Limited registration number
10042702 is authorised and regulated by the Financial
Conduct Authority under firm reference number 755370.
- This document is intended for Professional Investors,
Institutional Clients and Advisors and should not be
communicated to any other person.
- The information has been prepared solely for information
purposes only and is not an offer or solicitation of an offer
to buy or sell the product.
- Data is sourced from Fortem Capital Limited and external
sources. The data is as at the date of this document and has
been reviewed by Fortem Capital Limited.
- Information, including prices, analytical data and opinions
contained within this document are believed to be correct,
accurate and derived from reliable sources as at the date of
the document. However, no representation or warranty,
expressed or implied is made as to the correctness,
accuracy or validity of such information.
- Fortem Capital Limited assumes no responsibility or

liability for any errors, omissions or inaccuracy with respect
to the information contained within this document.
- All price and analytical data included in this document is
intended for indicative purposes only and is as at the date
of the document.
- The information within this document does not take into
account the specific investment objective or financial
situation of any person. Investors should refer to the final
documentation and any prospectus to ascertain all of the
risks and terms associated with these securities and seek
independent advice, where necessary, before making any
decision to buy or sell.
- The product may not be offered, sold, transferred or
delivered directly or indirectly in the United States to, or for
the account or benefit of, any U.S. Person.
- The Fortem Capital Progressive Growth Fund is a Sub-
Fund of Skyline, an open-ended investment company with
variable capital incorporated on 1 June 2010 with limited
liability under the laws of Ireland with segregated liability
between Funds. The Company is authorised in Ireland by
the Central Bank of Ireland pursuant to the UCITS
Regulations.
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