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THE ALPHA OF APPLIED INNOVATION

Following our analysis of the benefits of selecting a diversified approach
to innovation investing in our Annual Report, it is worth turning to The Sin-
gularity Group’s (TSG) original hypothesis with the question: “Why does
selecting for innovation revenues make sense for investors?”

TSG was founded on the logic that in the fierce competition between
companies, applied innovation is a key factor for long-term success
and sustainability. The ability to successfully apply innovation, meaning
to move innovation efforts and cash outflows (Capex and R&D) into in-
novation revenues (cash inflows), increases a company'’s ability to grow
profitably and generate long-term value for investors. Aditionally, it breeds
resilience in the face of market changes. Leaders in applied innovation at-
tract the best talent, stay ahead of the competition, create new markets
and business opportunities, and capture superior pricing power.

Identifying applied innovation is critical because not all innovations are
created equal. Some innovations have a high growth potential and can
completely transform multiple sectors in various ways, while others are
marginal improvements that have little impact on a company’s compet-
itiveness. Then there are numerous innovations that eat up R&D invest-
ments only to remain shelved for a lack of customer demand, technological
maturity, or financial viability.

This is where our unique innovation screening approach comes into play.
Using expert input from the Singularity Think Tank, we identify the ap-
plied innovations and technologies that enter the market, grow reve-
nues, and shape the world today. Companies spearheading these prod-
ucts and services receive a Singularity Innovation (Sl) Score representing
the actual innovation-associated revenue, which then serves as the basis
for constructing our portfolios. Delivering actual revenues from innovation
is the true validation that differentiates the Singularity Group approach

Figure 1
EPS Growth for Applied Innovation- vs Non Innovation Equities in Key Indices
since December 2017
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The investment universe
can be divided into two
categories: applied
innovation leaders -
those deriving at least
10% of their revenues
from innovative products
and services (SI-Score
over 10) - and others.
With this classification
and our five-year track
record, we can answer
a simple but critical
question: Is there an
Alpha for applied

innovation?

Figure 2

from the crowd of investment strategies that seek innovation, but focus
too early, too late, or in overly peripheral areas to achieve the consistent
earnings out-performance of TSG’s approach.

Based on TSG's ongoing innovation screening, the investment universe
can be divided into two categories: applied innovation leaders - those
deriving at least 10% of their revenues from innovative products and ser-
vices (SI-Score over 10) - and others. With this classification and our five-
year track record, we can answer a simple but critical question: Is there an
Alpha for applied innovation?

The answer is a resounding yes. Since the launch of the Singularity Index™
in December 2017, the growth in earnings per share of companies with
an SlI-Score over 10 in major global and regional indices significantly ex-
ceeded that of “non-innovative” companies versus any major benchmark
one chooses (see Figure 1). This resulted in a net outperformance which can
be viewed as the Applied Innovation Alpha (Figure 2).

As may be expected, the stronger the earnings growth, the stronger the
performance. More surprisingly, however, is that for indices that are gener-
ally thought of as having a strong innovation focus, such as the Nasdagq, our
innovation screening delivers the highest alpha. Looking at earnings growth,
the “non-innovative” portion of the Nasdaq is notably negative.

This picture shows that for investors looking to benefit from innovation,
it is crucial to ensure that innovation efforts ultimately materialize in
higher revenues and profits. Not all innovations are created equal.

Looking ahead, in a less multiple-expansive market environment, investors
are increasingly focused on earnings. A score for realized, applied innova-
tion may be the key factor missing in their screen.

Innovation Alpha for Key Indices since December 2017
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MARKET COMMENTARY

The first quarter of 2023 was marked by significant shifts in market sen-
timent and investor focus. The early part of the quarter, investors were
optimistic that inflation was under control, and the Fed might cut rates by
the end of the year. However, as the quarter progressed, data showed that
inflation was stickier than expected, leading to concerns that the Fed might
have to raise rates for a longer period. More recently, investors turned their
attention to the health of the banking sector and the possibility of a credit
crunch warranting Central Banks intervention.
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Current
Singularity
Innovation Score

NVIDIA

TSMC

ASML

The Singularity Innovation Score
(SI-Score) represents the percentage
of a company’s revenues associated
with innovation. It reflects a
company’s ability to create innovation
revenues vs other/commoditized
business and cash flows, and its
ability to participate in technological
evolution. Changes in the SI-Score
are just as important as the absolute
score. A company'’s SI-Score relative
to its overall GICS sector SI-Score
can say a lot about the company’s
competitive standing and ability to
gain and maintain market share.
Regional SI-Scores can be used

to evaluate a market’s innovation
power, as well as gauge companies’
standings in different regions.

We re-evaluate the SI-Scores

with each rebalancing in May and
November.

Figure 3
Singularity Index™ Performance since Inception 2017
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Despite the back-and-forth movements in sentiment, the stock market
performed well (+7%). There was a reversal of some of the trends seen in
2022. Technology and communication services stocks bounced back strong-
ly, while more defensive sectors like healthcare and utilities struggled. Value
stocks, in general, lagged behind growth stocks.

Innovation equities in context

Against this backdrop, the Singularity Index™ (Figure 3) recorded a very
strong quarter with a net return of +16.3%, outperforming the MSCI All
Country World Index (MSCI ACWI) which returned +7.3%. The Singularity
Index benefited primarily from its exposures in Compute Power (e.g., ad-
vanced logic semiconductors and equipment), Big Data (e.g., cloud com-
puting), and Extended Reality (e.g., mobile gaming). The top performing
Singularity Sectors during the first quarter of 2023 were Compute Power
(+37.9%), Blockchain (+24.3%), and Internet of Things (+20.8%), while
Bioinformatics (0.0%), and Advanced Materials (+6.3%), were the only
sectors lagging the overall equity market.

At the stock level, the top three contributors were NVIDIA (NVDA US,
+90.1%, SI-Score: 98), TSMC (2330 TT, +20.4%, SI-Score: 97), and ASML
(ASML NA, +26.2%, SI-Score: 100), all of which are in our Compute Pow-
er sector. The three companies remain leaders in the most advanced de-
sign and manufacturing of logic semiconductors, which are instrumental to
Cloud and Al/ML expansion, as touted by Singularity Think Tank experts.

The largest detractors were Danaher (DHR US, -4.9%, Sl-Score: 84), John-
son & Johnson (JNJ US, -11.6%, SI-Score: 13) and Abbott (ABT US, -7.3%,
SlI-Score: 53) within our Bioinformatics and Advanced Materials sectors.

Since inception, the Singularity Strategy has delivered a compelling
gross return of +64.4% (+9.9% p.a.) vs the MSCI ACWI’s return of +39.0%
(+6.4% p.a.). Over the past years, our innovation-centric approach has of-
fered investors exposure to companies generating superior revenue growth
and resilient earnings from innovative technologies. Many of the applied in-
novations we focus on experience an accelerating growth in demand. One
good example is the latest generation of generative Artificial Intelligence
(Al), increasingly at the center of general public attention, which we capture
across its value chain from Compute Power and through Big Data to the end
applications in Al and Bioinformatics.
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ABOUT THE SINGULARITY GROUP AND THE SINGULARITY INDEX

We work c|ose|y with The Singularity Group (TSG) makes applied innovation investable in listed
the Sin gU| arity Think equities. We are the initiator of the Singularity Index™ (Bloomberg tick-
Tank, a network of er: NQ2045), a global, all-sector benchmark and gold standard for applied
in dustry pra ctitioners innovation. The Singularity Strategies include The Singularity Fund (UCITS

and academics with Lux), The Singularity Small&Mid, and the Singularity Reshoring Portfolio.
d eep insi ghts into TSG works closely with the Singularity Think Tank, a network of entrepre-

innovation value neurs and academics with deep insights into innovation value chains. Their
chains. Their input input forms the foundation of our proprietary innovation scoring system that
forms the founyaﬁon quantifies the engagement of companies within a set of curated Singularity
of our propri etary Secto‘rs Worldwfde across all.market capitalization§ and inclustrigs. The Sin-
innovation scoring gularity Innovation Score defines how much value listed companies are gen-
system. erating through applied innovation. For more information, please visit www.
singularity-group.com or contact us at info@singularity-group.com.

IMPORTANT LEGAL INFORMATION

THE SINGULARITY FUND (the “Fund”) is a sub-fund (compartment) of the investment company with variable capital MULTILFLEX
SICAV, which has been incorporated under Luxembourg law and which has been approved by the CSSF as a UCITS-fund pursuant to
Directive 2009/65/EC. GAM (Luxembourg) S.A., 25, Grand-Rue, L-1661 Luxembourg, is the Management Company of the Fund. The
Fund is currently only authorized for offering in Luxembourg, Switzerland, Germany, Austria, the Netherlands and Spain. This material is
therefore intended solely for the use by persons who are nationals of, resident in or domiciled in jurisdictions where distribution, publi-
cation, making available or use of this material is not prohibited. The information in this document does not constitute investment, legal,
tax or other advice and should not be relied upon as the sole basis for investment decisions.

This document is promotional material. The prices of shares in the Fund may go up as well as go down. They are subject to the fluctuations
of the financial markets and, therefore, investors may not receive back the amount invested. Past performance is not a reliable indicator of
future performance. This is not an invitation to invest in the Fund. Investments should only be made after a thorough reading of the current
Prospectus, Key Investor Information Document (“KIID”) or Key Information Document (“KID”), Articles of Association and the current annual
and semi-annual reports (the “Legal Documents”) and, where appropriate, after obtaining advice from an independent financial and tax ex-
pert. The Legal Documents are available free of charge in printed form from the addresses listed below. The distribution/placement/offering
of shares in the Fund is coordinated by The Singularity Group AG, Zurich (“TSG”). The remuneration of TSG and any other distributors or
placement agents for their services is included in the fees disclosed in the Fund’s Legal Documents. There are no other costs incurred by
clients on the part of TSG. The shares in the Fund are not registered in the USA under applicable laws. Accordingly, these shares may not
be offered, sold or transferred in the USA or to US persons unless an exemption from registration is available under applicable law.

SWITZERLAND: The Representative in Switzerland is GAM Investment Management (Switzerland) AG, Hardstrasse 201, CH-8037
Zurich. The Paying Agent is State Street Bank International GmbH, Munich, Zurich Branch; Beethovenstrasse 19, CH-8027 Zurich.
The Legal Documents can be obtained free of charge in German or English from the Representative in Switzerland, or via info@sin-
gularity-group.com. GERMANY: The Legal Documents in English and the KIID or KID in German may be obtained free of charge from
the German Information Agent, GAM (Deutschland) GmbH, Bockenheimer Landstrasse 51-53, D-60325 Frankfurt am Main, or via
info@singularity-group.com. The Paying Agent in Germany is DekaBank Deutsche Girozentrale, Hahnstrasse 55, D-60528 Frankfurt
am Main. AUSTRIA: The Legal Documents in English and the KIID or KID in German are available free of charge from the Paying
and Information Agent in Austria, Erste Bank der oesterreichischen Sparkassen AG, Am Belvedere 1, A-1010 Vienna, or via info@
singularity-group.com. LUXEMBOURG: The Legal Documents in English are available free of charge from GAM (Luxembourg) S.A.,
or via info@singularity-group.com. The NETHERLANDS: The Prospectus in English and the KIID or KID in Dutch are available free
of charge from GAM (Luxembourg) S.A., or via info@singularity-group.com. SPAIN: The Legal Documents in English and the KIID or
KID in Spanish may be obtained free of charge from the Paying Agent in Spain, ATL 12 Capital Inversiones A.V., S.A., Montalban 9,
E-28014 Madrid, or via info@singularity-group.com.
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