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Positive 1st half-year

In the first half of the year, the portfolio generated a
return of 4.6%, outperforming the hedge fund
benchmark (HFRX Global Hedge Fund Index
2.4%). We have been able to achieve our goal of
generating a return of 3-5% above the risk-free in-
terest rate over a multi-year cycle over the last 5
years. Especially in difficult market phases, such as
in March/April after Liberation Day, hedge funds
were able to generate a positive return and diversify
an equity-heavy portfolio. By contrast, fixed-income
investments have largely lost their diversification
potential in recent years.
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A changing world

"Good diversification is the most important factor for
long-term investment success. Carefully selected
hedge funds generate uncorrelated returns and
help to build a robust portfolio." This quote from
Ray Dalio is apt in the current environment. Budget
deficits in Western countries are rising and growth
is below average. The USA is pursuing an isolation-
ist policy and offending trading partners. This infla-
tionary policy reduces the scope for central banks
to lower interest rates. The result is higher volatility,
new structural trends with winners and losers,
higher financing costs and a stronger home bias

YTD +4.6%

among non-US investors. These forces are gener-
ally supportive for hedge funds. Trading-oriented
strategies benefit from higher volatility. The higher
financing costs lead to more discrepancy between
good and bad debtors and the higher interest rates
are positive for returns.

In our selection we focus on:

Alternative equity strategies: In addition to the se-
lection of potential winners, there are also many
losers in today's environment, whether due to
changing conditions, tariffs or strained balance
sheets. For sector specialists who benefit from the
performance differences between winners and los-
ers, this enables attractive returns, detached from
the general market trend.

Alternative credit strategies: There are many com-
panies that are suffering from the increased interest
burden. In order to avoid an expensive and pro-
tracted bankruptcy process, many seek solutions
through early refinancing or modification. In doing
so, the conditions are improved in favor of the credi-
tors and the new bonds trade accordingly at higher
prices. On the other hand, credit spreads at index
level are close to historic lows. History shows that
these risk premiums normalize over time. Through
the combination of selected credit positions and fa-
vorable hedging, we expect attractive returns.
Diversifiers: These active and flexible strategies are
characterized by the fact that they can generate
positive returns even in falling markets and are
therefore hardly correlated with the general market
trend.

By combining these three building blocks, we are
convinced that we can achieve attractive results.

Patrick Erne, Portfolio manager
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Disclaimer

This publication is an advertisement for a financial service and/or financial products. The information and views provided in this publication are for information
purposes only. They do not constitute an offer or a solicitation to buy or sell products, nor a recommendation to engage in other transactions or to conclude
any legal transaction. It is expressly stated that no advice is given in this publication. The information is also not intended as an aid to making decisions about
legal, tax, economic or other questions. Before deciding based on the information on our website, please consult a qualified specialist at R&Co. Investments
are subject to risks, including the potential loss of the invested capital. The price, value and returns of investments are subject to fluctuations, i.e. they can
fall as well as rise. Investments in foreign currencies are subject to additional currency risk, i.e. the performance of such investments depends on the volatility
of the foreign currency. The risks are described in detail in the current product documents, which must be read carefully before investing in products. Neither
R&Co nor its contractual partners accept liability for any losses. Positive performance in the past is no guarantee of positive performance in the future. This
means that there is no guarantee that the value of the fund units held will equal the originally invested capital when withdrawn. This publication is not the
result of an individual financial analysis, and the information does not consider either the specific or future investment objectives, nor the fiscal or financial
situation or individual requirements of the particular recipient. It does not replace expert advice needed prior to making any investment decision, particularly
in respect of all the associated risks. The information in this document is provided without any guarantee or commitment whatsoever and is made available
to the recipient solely for his or her personal use. Reichmuth & Co Investment Management AG accepts no responsibility and provides no guarantee that the
information in this publication is error-free. The sales prospectus with integrated fund agreement, the basic information sheet as well as the annual and
semiannual reports are available free of charge at Reichmuth & Co Investment Management AG, Ritligasse 1, 6003 Lucerne as well as on www.swiss-
funddata.ch.
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