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how investors continued to adapt to the investment environment in May: higher inflation, rising

interest rates and the ongoing war in Ukraine.

Market Overview

Global stock markets were fairly turbulent in May as
investors continued to grapple with higherinflation,
rising interest rates and the ongoing war in Ukraine. The
Bank of England (BoE) and the US Federal Reserve (Fed)
raised interest rates' early in the month in an effort to
cool economic activity and reel in inflation. On average,
the world's stock markets produced a small positive
return for the month, but there was significant variation
in performance among geographies and individual
markets.? After following a downward trend for much
of the month, global stock markets rebounded in the
closing week >

Yields on benchmark government bonds went up over
the month as prices fell.* This is because bond yields
move in the opposite direction to prices.

UK and Europe

Once again, a main concern for investors over the
month was persistently high inflation. The UK inflation
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rate reached its highest level for 40 years, at 9%.”
Strong demand, supply chain bottlenecks and the
fallout from the war in Ukraine pushed up the cost

of goods.® Electricity, gas, automotive fuel and rising
household costs were the biggest contributors to higher
inflation.” In response, the BoE implemented the fourth
consecutive interest rate rise since December 2021,
increasing the rate by 0.25% to 1%.8 With prices rising

'The Guardian, 4 May 2022
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across the board, it was perhaps not surprising that
consumer confidence fell to its lowest level since records
began in 1974.° Moreover, there was evidence that
economic activity in the UK was beginning to wane. The
Office for National Statistics reported that economic
growth fell by 0.1% in March.'®

For Europe, there were mixed fortunes. Much like
other parts of the world, inflation continued to be high,
reaching 8.1% in May."" Despite the onset of war on its
borders and ongoing uncertainty about the COVID-19
pandemic, the economy in the eurozone appeared to
be holding up better than expected. Economic growth
for the first three months of the year increased by
0.3% when compared with the final three months of
2021." This suggests that the war in Ukraine did not
have as much of a negative impact as initially feared.
Meanwhile, business activity appeared to be holding
up in May, as the services sector saw solid growth and
continued job creation.™

us

Over the month, economic challenges related to
supply chains and the ongoing pandemic' persisted.
Major ports in the US continued to experience shipping
bottlenecks, as California, New York and New Jersey
dealt with a surge of goods and queueing container
ships.'® There was some respite for US consumers in
May as inflation fell to 8.3% from its level of 8.5%'®

in April. While there was some optimism that this
might point to inflation reaching its peak, the reality
for consumers remained that prices were still rising at
the fastest pace since the 1980s." The Fed increased
interest rates by half a percentage point, its largest
single increase since 2000", in an effort to tame
inflation. Further interest rate rises are expected in the
second half of the year.'®

Asia Pacific

China’s economy continued to be challenged in May

as the pandemic, strict lockdowns and lower industrial
output all took their toll. China's manufacturing sector
contracted yet again'®, but at a slower pace than in April
as the government began to lift strict lockdowns in
factory hubs like Shanghai.”

In Japan, the lingering effects of the pandemic, as well
as rising commodity prices which have pushed up

the cost of goods?', hurt the economy. While inflation
remains relatively low, when compared with other
countries, the most recent reading for April 2022 came
in at 2.1%, which was above the Bank of Japan's target
of 2%.22 With Japan's economy having contracted in the
first quarter of the year??, there are concerns that the
combination of COVID-19 and rising prices for goods,
services and energy could cause a prolonged downturn
in the country.

Outlook

Many of the conditions that existed last month remain
in place. We continue to see rising inflation, interest rate
hikes from central banks, an ongoing war in Ukraine
and supply chain disruptions stemming from COVID-19.
This environment has been negative for both shares
and bonds, and our view is that we will likely see more
volatility in the months ahead.

There will be certain areas of the economy that should
perform well, such as financial companies, certain
industrial sectors and energy. However, parts of the
economy that are more sensitive to consumer spending
will likely struggle. In particular, consumer retail and
other areas of discretionary spending, such as luxury
goods, may be challenged.

With interest rates rising in response to higher levels of
inflation, stock markets are likely to continue following
a downward trend for a short period. We expect central
banks to begin easing off on further interest rate hikes
as inflation peaks. While recent market moves can be
distressing for some investors, itis important to mention
that this is a natural response to major changes in
monetary policy and global market conditions. Unlike
2008, when markets fell significantly due to serious
systemic problems in the financial sector®*, we do not
see any evidence of similarissues this time around.
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Portfolio Positioning for the Santander Atlas Portfolios

We made few changes to portfolios over the month as we believed that asset allocation correctly matched our
cautious positioning. Our current positioning is underweight shares on the whole, albeit slightly higher than
previous months. We have a neutral position, in the UK, US, Japan and Asia Pacific, and an underweight position in
Europe. Moving to bonds, our positioning is neutral in European and US Government bonds, neutral in corporate
bonds, while we hold an overweight position in European and US high-yield bonds.

Santander Atlas Income Portfolio update

The Santander Atlas Income Portfolio’s long-term investment objective is to provide a target annual income of 4%
(not guaranteed) with the potential for capital growth over 5+ years, whilst operating within a defined volatility
range. Itaims to pay a monthly smoothed income throughout the fund year (which runs from 1 August to 31 July)
over 11 months with a final balancing payment being paid on the 12th month to help meet the income needs of
investors.

Due to market conditions, for the accounting year which started on T August 2021, we projected an annual income
of 3.30% (not guaranteed) which translates to a pence per unit (PPU) of 0.60, for the Il share class.

Whilst the investment market has started to show signs of recovery with dividend incomes growing last year from
the lows of the pandemic lockdowns, it has yet to reach pre-pandemic levels and with a changing financial backdrop
the outlook remains uncertain. Therefore, whilst we can confirm that the smoothed PPU payment remains the
same for the current month, we continue to monitor on an ongoing basis. If the payments need to be adjusted up

or down throughout the year as a result of receiving more or less income than expected, we will communicate with
you within these monthly updates, or with a separate income update if required. If you have any concerns or require
additionalinformation please do not hesitate to email us at IFAEnquiries@santanderam.com.

All data as at 31 May 2022.
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Important Information
For intermediaries and investment professionals only. Not for retail distribution.

This document has been approved and issued by Santander Asset Management UK Limited (SAM UK) in its capacity as the
Authorised Fund Manager of a range of requlated funds. SAM UK'is authorised and regulated by the Financial Conduct
Authority (FCA).

This documentis for information purposes only and does not constitute an offer or solicitation to buy or sell any securities
or other financial instruments, or to provide investment advice or services. Opinions expressed within this document by
the SAM UK Multi-Asset Solutions team, if any, are current opinions as of the date stated and do not constitute investment
orany other advice; the views are subject to change and do not necessarily reflect the views of Santander Asset
Management as a whole or any part thereof. While we try and take every care over the information in this document, we
cannot accept any responsibility for mistakes and missing information that may be presented.

Subscriptions to a fund may only be made on the basis of the fund's current Prospectus and non-UCITS (Undertakings for
Collective Investment in Transferable Securities) retail scheme Key Investor Information document, referred to as NURS
Klls, as well as the latest annual or interim reports, which can be obtained free of charge on request, and the applicable
terms and conditions. Please refer to the ‘Risk Factors' section of each fund's Prospectus for all risks applicable to
investing in any fund and specifically this fund.

Investors and potential investors should read and note the relevant risk warnings in the relevant Fund Prospectuses and
NURS KlIs before making any investment decisions.

The value of investments and any income is not guaranteed and can go down as well as up and may be affected by
exchange rate fluctuations. This means that an investor may not get back the amount invested. Past performance is not a
guide to future performance.

Santander Atlas Income Portfolio is a sub-fund of Santander Managed Investments OEIC, an open-ended investment
company with variable capital incorporated in England and Wales under registered number ICO00707 and authorised and
regulated by the FCA with Product Reference Number 486357 as a NURS.

Allinformation is sourced, issued and approved by Santander Asset Management UK Limited (Company Registration No.
SC106669). Registered in Scotland at 287 St Vincent Street, Glasgow G2 5NB, United Kingdom. Authorised and regulated
by the FCA. FCA registered number 122497. You can check this on the Financial Services Register by visiting the FCA's
website www.fca.org.uk/register.

Santander and the flame logo are registered trademarks. www.santanderassetmanagement.co.uk.



