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Portfolios rebalanced at the
end of February maintaining
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Geopolitical events highlight
market fragility and justify
cautious stance.

High oil prices considered
more recessionary than
inflationary.

Current tactical position
remains appropriate and
offers opportunity should
valuations improve.
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Market Comment

As we move through the first quarter
of 2026, | am pleased to report that
the Rivers portfolios have continued
to deliver strong absolute and
relative performance. This outcome
is particularly satisfying given the
environment we highlighted in our
January outlook; one of stretched
valuations in consensus growth stocks,
sticky inflation, and growing geopolitical
fragility. At the end of February,
the portfolios were rebalanced and
shortly afterwards, conflict escalated
in the Middle East. We believe it's
worth detailing the rebalance and
why our strategic positioning remains
unchanged in the short term.

So far this year, despite wavering
investor sentiment and increased
volatility, there have been no significant
market corrections, except perhaps
in cryptocurrencies. Even the largest
Al-related US technology stocks,
which were a concern at the end of
2025, remain close to their highest
valuations. Our bias towards value
has benefited clients. The Enhancers
allocation, across developed and
emerging markets, performed well.
However, the primary driver of returns
has been the Diversifiers allocation,
with Gold, Energy, Infrastructure, and
Real Estate contributing significantly.
The moderation in benchmark gilt yields
ensured positive returns for lower-risk
investors earlier in the quarter. Although
recent oil price spikes reversed some
gains, we do not expect this trend to
continue.

By February’s end, with strong portfolio
performance and market complacency
towards geopolitical risks, we
rebalanced all portfolios. We maintained
an underweight risk allocation, took
profits, reallocated select active equity
names, and introduced a healthcare-
focused fund as a new Diversifier
thematic allocation. The build-up of
military forces in the Middle East was
a factor in maintaining a cautious
stance, but the primary motivation
was to maximise diversification while
keeping a value bias. The introduction
of Healthcare as a diversifying theme
offered the defensive characteristics
we sought, at an attractive valuation,

Portfolio is not suitable for all types of investor
and investor accounts may only be attached to it by
the instruction of a professional Financial Adviser.
Past performance is not necessarily a guide to
the future performance. Market movements may
cause the value of investments and the income
from them to fall as well as rise. Unless otherwise
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in a sector with obvious demographic
tailwinds, complementing the existing
exposure well.

Throughout the year, the Rivers
investment committee debated whether
to raise the risk level or maintain it
due to high valuations and geopolitical
risks. After recent positive returns and
ongoing uncertainty, the committee
chose to maintain prudence. With the
rebalance taking place on February
27, that prudence was justified almost
immediately. On February 28, the US
and Israeli bombing campaign against
Iran began, leading to Iran’s retaliation
and the closure of the Strait of Hormuz
on March 2. The market reaction
underscores the fragility we've warned
about, with a sharp rise in oil and gas
prices and equity sell-offs in affected
regions.

It's too early to judge the conflict’s
long-term impacts. While the US
administration could change course,
we don't foresee a resurgence of
1970s-style inflation. The current
situation differs from the post-COVID-19
supply shortages. If sustained, the Strait
of Hormuz closure could significantly
impact global trade. After nearly two
weeks of conflict, the International
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Energy Agency (IEA) announced the
largest release of strategic oil reserves
in its history to quell the turmoil, but
this is likely to provide only temporary
respite. The strategic objectives of
this conflict remain somewhat vague,
which may allow for a quick resolution,
but that seems more difficult the
longer it continues. From an economic
perspective, we view the impact on
global trade as more recessionary
than inflationary. Historically, oil price
increases have often had a deflationary
impact, as they divert household
spending away from more discretionary
choices. The danger is ‘stagflation’,
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rising prices alongside falling growth,
but this is not our base case. The
overall lower dependence on oil, the
alternative supplies now available, and
the likely deflationary impact from Al
temper our concern. Our base case,
that deflationary pressures will lead to
gradually falling interest rates, remains
unchanged, even if the timeline has
extended somewhat.

In conclusion, our underweight risk
allocation remains appropriate given
these events and our cautious outlook.
The portfolios are well-positioned
to navigate the challenges and
opportunities ahead. Our focus remains
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on strong, sustainable

delivering
returns through disciplined exposure to
undervalued market segments. As we
have since late last year, we continue to
await the opportunity to reallocate risk
at more favourable valuations. Recent
events have not changed this view.

1 Month 3 Months 6 Months 1 Year 3 Year 5 Year Volatility
0.3% 1.0% 2.0% 4.3% 15.1% 17.2% 0.6%
3.2% 1.7% 4.8% 2.6% 2.8% -3.0% 6.4%
2.5% 2.6% 6.4% 5.7% 17.7% -18.1% 9.4%
1.6% 1.3% 2.7% 3.8% 13.8% 1.4% 4.4%
1.1% 1.4% 3.6% 6.2% 20.5% 4.6% 6.3%
0.4% 1.9% 4.1% 8.9% 35.4% 23.8% 6.9%
1.5% 2.1% 6.3% 11.5% 30.6% 8.3% 9.0%
7.0% 12.7% 20.0% 28.1% 54.6% 102.0% 9.7%
2.9% 9.7% 14.2% 26.2% 39.0% 47.5% 11.2%
2.8% 2.3% 10.1% 13.6% 57.9% 87.1% 11.2%
5.3% 10.5% 17.5% 23.8% 49.4% 78.1% 10.5%
1.3% -0.8% 7.5% 9.2% 60.7% 97.5% 12.7%
11.4% 15.0% 22.2% 35.5% 65.1% 66.0% 10.9%
8.9% 20.7% 34.2% 47.9% 69.6% 36.3% 18.0%
1.7% 16.6% 29.5% 40.4% 61.6% 41.2% 13.4%
-1.9% 0.3% 6.3% 10.6% 35.6% 12.1% 22.5%
3.5% -5.6% 1.8% 4.3% 29.1% 56.0% 14.7%
3.2% 4.0% 9.7% 14.2% 41.2% 53.5% 10.8%
2.6% 4.3% 9.0% 11.6% 28.8% 35.3% 7.4%
4.2% 21.9% 51.8% 68.9% 156.1% 202.6% 13.9%
20.7% 61.1% 130.0% 174.4% 289.3% 254.3% 26.5%
3.5% 5.2% 12.9% 3.7% 1.9% 20.9% 10.4%
0.5% 1.6% 2.9% 5.5% 10.8% 12.2% 4.0%
3.4% 10.0% 18.3% 20.3% 10.4% 3.4% 19.7%
0.6% 1.6% 3.3% 5.8% 15.0% 2.5%
2.4% 5.3% 10.0% 16.8% 29.9% 34.8% 5.1%
3.9% 8.3% 15.0% 24.3% 40.7% 46.1% 6.1%
4.2% 10.5% 17.8% 28.8% 44.6% 52.3% 7.6%
4.7% 11.5% 19.7% 30.9% 43.3% 53.1% 8.6%
3.2% 4.6% 8.8% 14.6% 26.3% 28.8% 1.7%
3.8% 6.1% 10.3% 16.5% 28.3% 31.3% 6.0%

Source: Financial Express in GBP (unhedged unless stated) as at 28" Feburary 2026.
Model Performance is indicative only and is net of Rivers Capital Management Charge and Underlying Fund charge but not advisor or platform costs.
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