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US market looks bubbly if we take the CAPE... il I

for S&P 500

Shiller’s Cyclically-Adjusted Price-Earnings Ratig
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GTI
...but no bubble if earnings yield versus bond yield... | || ‘

Relative Valuations of US Equities & Treasuries
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UBS

Are we

In a bubble?...

% UBS

Government bonds

Cryptocurrencies

IPOs and SPACs

Equities
Are prices high Yes. Equity valuations
relative to traditional are high based on
measures? P/E ratios

Yes. Financial repression
has pushed bond prices
above fair value implied
by expected growth

and inflation

Yes. Traditional metrics
are not applicable, but a
fourfold increase in three
months locks excessive.

Yes in terms of t

first-day IPO price

by SPACs.

Are prices discounting o. Valuations can be No. Few investors, includ-
future rapid price justified in the context ing central banks, own
appreciation? of bond yields. Long-term  government bonds in role in rising prices
return expectations the expectation of rising
are low. prices.
Are purchases No. Margin lending is Yes. Central bank balance  No. High le\ f volatility
being financed by currently lower than sheets grew by USD 8 tril-  mean lev s difficult
high leverage? historical norms. lion in 2020. to employ.
Are buyers or Yes. Call option volumes Yes. Central banks have Yes. The entire market
companies making are elevated made forward purchase is an effective "forward
forward purchases? commitments purchase.” future investment
opportunity.
Have new participants Yes, as seen from new Yes. Central banks now Yes. New wallet growth Yes. SPAC sponsors now
entered the market? account openings c own more of the gover indicates increased nclude politicians and
tal platform ment bond marke participation. celebrities
share of capital flows from  Fed owns 24% of US Trea-
retail investors suries, up from 9% in
2009.
Is there broad bullish Yes. The bull-bear spread No. Consensus expects Yes. Cryptocurre Yes. SPACs raised a record
sentiment? of investor sentiment from  vyields to rise. investors almost uniformly  volume of new funds in
the American Association expect higher prices or 2020
of Individual Investors user adoption.
(AAI) is more than twice
the ave (19vs. Bon
average since 1990).
Does tightening risk Yes. Higher bond yields No. Central banks them-  Yes. Higher interest rates  Yes. Higher yields would
popping the bubble? or interest rates would selves control the path may not be meaningful, ikely reduce the appeal of
make valuations look less of the bubble. Inflation but regulation or taxation  growth stocks, which make
appealing. looks far off is a potential risk. up a high share of the IPO
and SPAC markets.
Source: UBS

January 2021 - UBS House View Monthly Letter

Equities (& other
asset classes)
expensive but not
relative to bonds/
Interest rates

Without FAAMNGs
(FB etc) S&P 500 only
rose +6% last year.

Cyclically adj PERs
close to/ below LT av

in all major markets x
skewed USA

AAII has now fallen
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...greentech, healthtech, Asian equities...

3 UBS

experiencing bubbles today (such as cryptocurrencies) do not appear to
be highly interconnected with the financial system and are not particularly
capital- or labor-intensive. This should limit the broader economic fallout
and impact on corporate earnings more broadly, in the event of any
individual bubbles collapsing.

Against this backdrop, we therefore retain a pro-risk stance. We focus
equity exposure away from some of 2020’s winners (particularly US
mega-caps), and toward lower-valued emerging market stocks, where
we see valuations as more attractive than global stocks. In Asia, we have
a preference for Chinese equities, given strong earnings trends, reduced
domestic and international policy uncertainties, and supportive monetary
policy. We also move our preference for UK equities back to neutral after
their good recent performance.

Within fixed income, in the context of continued low yields, we like hard-
currency emerging market sovereign bonds and Asia high yield credit. For
long-term growth, we continue to see the best current opportunities in

a diversified exposure to companies positioned in 5G, fintech, greentech,
healthtech, and within private markets.

Bubbles
elsewhere not a
major problem

We're looking for
good funds in
5G+, fintech,
greentech etc

Emerging Mkts

NB move away
from USA
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...EM increased, but gold + UK equities decreased...

o UBS

Global asset class preferences

Least Neutral Most Least Meutral Most
preferred preferred preferred preferred

Liquidity =] Foreign
Equities o exchange
United States = usb e

EUR
Eurozone =k

. 1PY
Switzerland = e
. GBP

Emerging markets (+]

CHF
Japan = =l
ey e Please note, the Global Asset Class preferences reflect the high level UBS House View. The
Bond e TAA positioning of our different investment strategies might differ from this view,

onds because our strategies seek specific investment objectives and can frequently adjust
High grade e portfolio allocation to achieve these.
: : Also, these preferences may vary in different regions for various reasons such as currency
High yield 9 considerations.
Investment grade = Least preferred
. We expect this asset class to deliver the least attractive risk-adjusted returns over the next
Emerging markets o 12 months within our asset class universe
MNeutral

Commodities =]

il

Gold

&% UBS

Please see important disclaimers and disclosures at the end of the document

We expect risk-adjusted returns over the next 12 months to be neither particularly
attractive nor unattractive

Most preferred

We expect this asset class to deliver the most attractive risk-adjusted returns over the next
12 months within ocur asset class universe

Analysts: Adrian Zuercher, Mark Andersen g



Rothschild | | Rothschild & Co
No bubble, increase cyclicals, EM, Asia... Wealth Management

@0 ew . Favour equities

-— i over bonds
Mongy Market North Amerca USD Benchmark Wegnt
Frad Income Eurozore EUR Materal Underweght .
Equies UK GeP Recent wew chinge -
. . . Still keen on USA
o - and now EM Asia
1] DURATION EMEMEA (V12
e M Ase .
s . Bl Negative on CH
Figh-Yied

EQUITY SECTORS: US EQUITY SECTORS: EV

Negative sectors:

US  DURATION Energy Energy e,
e i L utilities, staples,
(v o o energy, real
High-Yiedd Uhtes . Utes

Congumer Diser Congumer Dver eState

Conpures Stap! Congumes Stapl
O DURATION Communcatans Communicatons’ o« e
wor [l o o o 30 Positive sectors:
o Ty ey still tech, but
Hgh-Yielg Firancialy Financials

N M- now cyclicals too



Rothschild

Why Asia? Growth, catch-up, valuation...

Rothschild& Co

Wealth Management

EM Asia

Performance of EM Asia is well supported by earnings and the region still trades at large

valuation discount vs. MSCI World

Estimated P/E-Valuation MSCI World vs. EM Asia

2%
24 ]
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World P/E 2020  ——EM Asia P/E 2020

MSCI regional forward earnings

20206 EPS A% 20216 EPS A%  2020-2021 A%

MSCI World 23% 20% 0%
North America 18% 25% 2%
Euroland -33% 36% 9%
UK A3% 2% -19%
Switzerland 1% 16% %
Japan 1% 38% 5%
Pacific ex Japan 20% 2% 6%
EM EMEA -39% A% -18%
EM Asia 7% 5% 16%

EM LatAm O

P/E and P/B discount/premium of EM Asia vs. World

130%
120%
110%
100%

90%

80% /. M
70% o

60%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

—— P/E Rel. EM Asia vs. World

PB Rel. EM Asia vs. World

China/EM Asia outperforms the other regions

Jul 20

Okt 20

China
EMAsia
USA

— Worid

"~ =—CH

— Eurotand

Asian equities 20-
30% cheap v RoW

EM Asia Q4 2021 to
exceed Q4 2019 eps

China radiation
effect: only country
with + 2020 growth

+29% eps 2021
should «burn off»
high PERs in RoW

EUR zone lags, but
little growth there
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No bubble, year-end equity upgrades... Asset Management

OUR TACTICAL ASSET CLASS CONVICTIONS*

Strong underweight | Underweight Strong overweight MONTHLY CHANGE™

Equity upgrades nearly everywhere

LiquipiT¥

FIXED INCOME

Blobal government
us

Core Eurp
Periphery Eiro
Switzeriand

UK

Japan

Global 16

1 = UK & Japan (to overweight)
=  USA (to neutral)

> = EURequities (to neutral)

= Small cap (to overweight)

3 = Emgg Mkts (to neutral)

USD Investment Grade
EUR [nvestment Grade

Global High Yield
LISD High Yield

ELIR High Yield
Emerging Markets

EM Carporates Hard Cuvr
EM Sovereign Local Curr

EQUITIES

Global Developed
US4
Eurp Area

-

: Dev Mkt Govt bonds: Underweight
from neutral

Switzeriand
UK
Japan

Global Emerging
Asig Fmerging

Equity World Small Cap.

ALTERNATIVES
Hedge Funds

Private Egquity (PE)
PE Real Estate
REITs

PRECIOUS METALS
Goid
CURRENCIES (vs. USD)

n Em Mkt Corp bonds: upgraded

Currencies: GBP (with UK equities),
EUR, EM currencies

ElR
CHF
GBP
1Py
EMEX

L

-
-

| a
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...well, further upgrades in equities now... " Asset Management

Jannary

More equity upgrades, cash reduced

Swiss equitiesreduced (60% of SMI is
defensives, highestin world)

EECTORS

5.8% global GDP v 5.1% consensus
- 2021

No risk of monetary tightening till
Asia tightens H2 (China effect)

US bank deposits at record USD16
trillion, or 13% GDP — compared with
the 45-year average of just under 3%

nnnnnn

UUUUUUUUUUUUUUUU

Equities +10% 2021, cf +20% normal
recession ends (valuations high)
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...but earnings had better increase +25%... " Asset Management

Fig. z - Earning its way
MSCI All Country World constituent earnings: pastand projected, % change year-on-year
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e[ ]]]

-20

-30

1892 1996 2000 2004 2008 2012 2016 2020
PAM STRATEGY EPS MODEL FORECAST +/- 0.5 STD DEV
s ACTUAL EPS YOY% (DOTS: IBES CONSENSUS FORECASTS 2020, 2021,2022 AND 2023-25)

Source: Refinitiv Datastream, IBES, IMF, Pictet Asset Management. *Calendar year % change in EPS. Data from
31.12.1992 to 20.12.2020.

2024

PAM model going for
+27% earnings growth
globally

Model seems to work
quite well

In 2022 and 2023, mid
teen increases earnings
growth

PERs contract (monetary
tightening) but eps
growth outweighsit

Beware tech: regulation,
fines (10% of revs in UK),
rotation



Bank J Safra Sarasin
No bubble, but slight recovery...

2

J. SAFRA SARASIN #%w

ASSET MANAGEMENT —

Economic outlook & investment strategy

Economic outlook

= More stringent restrictive measures to fight the new
and more contagious variant of the virus will further
depress GDP growth in Q1 in Europe.

« China’s strong economic rebound and inventory
restocking should continue to support global
manufacturing, providing a floor under global growth.

» The distribution of vaccines sets the stage for a
broader economic recovery later this year, that in the
near term will be supported by generous fiscal transfers
and monetary accommodation.

» ADemocratic Congress should allow Biden to push
ahead with policies aimed at boosting jobs, investment
and green energy. But the razor-thin majority should
cap the administration’s ability to go 'big’ on spending
and taxing.

» Global inflationary pressures likely to remain weak over
the next 6 months, but should rise more steadily over
the medium- to longer term.

Asset class views

« USD to weaken further into 2021
» Longer term, cyclical currencies to benefit

Fixed income

« Nominal yields to rise moderately with steeper yield
curves

=« Rising rates will introduce more volatility to credit
markets. Credit environment still generally
constructive.

Global equities
« Equities to push higher as recovery remains intact, but

only gradually as valuations are already elevated
» Prefer cyclicals and value

Asset allocation

» Bonds: Underweight

» Equities: Overweight equities, with focus on EMU,
UK and EM equities, Industrials, Energy and
Financials

B} J. SAFRA SARASIN #’%‘:

— SUSTAINABLE ASSET MANAGEMENT — -

Inflation picks
up H2, but not
In H1

Equity focus EM,
UK, USA

Sector focus
industrials,
energy,
financials

Weaker USD

China leading
recovery



Bank J Safra Sarasin
...not much change in January...

%3 . SAFRA SARASIN ﬁ%@

— ASSET MANAGEMENT —

Asset class views

Global Asset Class Views
Equities

Fixed Income

Altematives

Cash

OO0 g
mim| |n
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(LN
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Fixed Income

Govt Bonds USD
Govt Bonds EUR
USD Credit

EUR Credit

EM Sowereign Bonds
EM Credit

EM Local Currencies

Equities = Countfries
USA

Euro area

UK

Switzerland

Japan

Emerging Markets
China
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Equities - Sectors

Energy
Materials

Industrials

Consumer Discretionary
Technology

Consumer Staples
Healthcare

Banks

Insurance

Real Estate
Communication Senices
Utilities

N T}
BOO0DDRO0DO0
H || [n] [N [NiNNIN
COOO0ROO0NER
HEnnnnnnnnN |-

Source: J. Safra Sarasin, 12.01.2021

Favour equities,
alternatives

EM fixed income
favoured

Favourite sectors:
energy (most),
industrials, tech

Least favourite
sectors: utilities,
staples
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...watch inflation pressures...

US inflationary pressures are already building §1sarma samasiv gy USA inflation on

¥ — SUSTAINABLE ASSET M

Global Macro the Fise

ISM prices reached highest level since 2018 Core inflation to accelerate in 2H Forecastto rise

H2 2021
5 1 [
Index % i . .
5 d L s 4] | Forecasts This time the Fed
9 1 5 | may not be so
80 4 . .
] il\m'/ v ﬂ } : aggressive in
s W [} M 2 containing it
i H / 't',fw. o 9
40 F 0
30 + J4 F =1
20 4 L -2
10 L T T T T T T T T T T " -3 -1 1
2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2
2010 2012 2014 2016 2018 2020 2022

== [Janufacturing ISM - prices (adv. 3 months), lhs CPl inflation, rhs
Food & energy  mmmm'Core’ goods and services =——CPl

Source: Macrobond, J. Safra Sarasin, 12.01.2021



Bank J Safra Sarasin @) 1. sAFRA SARASIN £
...once economies pick up...

Inflation 1s always and everywhere a monetary ® 1.sarra sarasin 48 Pick upsin

phenomenon growth/ velocity

lead to inflation
Money supply to lead to higher inflation ... ... once uncertainty falls

But there are

Broad money supply (12-month % change) Correlation between the sum of money and velocity growth and core | aas
inflation at different lags since 1990 g eee
30 4 07 -
25 1 0.6 4
" ol And very little
reaction
15 { 04 4 . .
immediately/
10 1 I 0.3 4 . .
Y Ly , «coincidentally»
? '\‘\w/\ L oW 02 1
0 ' i ' { ' j 0.1 1
5. 0.0 4
1890 1995 2000 2005 2010 2015 2020 us Euro area Switzerland UK
p— Euro area B Coincident adv. 6m Madv. 12m Madv. 18m

Source: Macrobond, J. Safra Sarasin, 12.01.2021
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..but gold may be dull, unless...

B) 1. SAFRA SARASIN -ﬂ’@ Pick ups lead to

Gold to consolidate moderately throughout 1H21

e 190"
Modestly rising real yields and waning virus uncertainties should weigh on gold What if
, uncertaint
600 - attributable to real yields, lhs , r 2100 .l y/
mmm attributable to volatility / safe-haven characteristics, lhs | VOI atl l |ty p IC kS
—Gold price, USD per ounce, model fit, rhs 4 : u p?
400 1 Gold price, USD per ounce, rhs il / - 1'900
200 - ‘ :‘/U L 1700 Did not
| uncertainty / vol
0 m 500 give gold a big
boostin Q1
-200 Y N L 1'300 2020?
400 - - 1'100 What other

Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21 Jan-22
factors (than

Note: Real yield and safe-haven attributions are calculated as their beta (obtained from a level regression) multiplied with the yield level / VIX th ese 2) cou | d

influence gold?

Source: Macrobond, J. Safra Sarasin, 12.01.2021
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Bank J Safra Sarasin
...and cyclical sectors

ASSET MANAGEMENT —

,ékii. J. SAFRA SARASIN é'%‘- Cyclicals and

Equity Strategy: Sector allocation e i
laggards

Robust cyclical recovery boost energy and cyclical sectors, tech downgraded to neutral

Overweight

Neutral

Industrials

Consumer Discretionary
Materials

Healthcare ( )
Communication Services ( )
Information Technology ( )

Insurance

Real Estate

Soft US dollar should help as well as recovering demand as
vaccine leads to gradual normalization of travel and mability

Aftractive valuations and potential recovery on back of
strengthening macro data

Supported by global manufacturing rebound, verified by latest
batch of solid PMI numbers in December

Valuations seem stretched but sector benefits from global
cyclical upswing — in particular European discretionary

Sector with highest correlation to US inflation expectations and
heavily geared into EM cycle

Significant underperformance and fading USD headwind limit
downside potential

Stretched valuations and upside for rates in reflationary
environment are headwinds

Stretched valuations and upside for rates in reflationary
environment are headwinds

Low valuation consistent with sluggish growth outlock for
insurance companies

Clouded outlook for commercial real estate, as full fallout from
current lockdowns will only materialize towards end of Q1

Upside for rates puts staples into difficult spot as most defensive
sector

Slow topline growth and rates headwind lower attractiveness but
renewable utilities to benefit significantly from new US admin

Source: J. Safra Sarasin, 12.01.2021. An upward arrow (1) indicates an upgrade for the sector, while a downward one (|) indicates a downgrade.
The number of arrows indicates the number of levels the sector has been upgraded or downgraded over the past month.

43

Staples: what's
wrong with «most
defensive sector» for
a private client?

Our focus: staples,
healthcare, comms
looks right for a

conservative client



CONCLUSIONS: Commonality

Watch earnings up/down-grades in 20217 as equity sector
focus and portfolio positioning moving towards cyclicals

Econ recovery => cyclicals, EM, green themes, no bubble (UBS)
Equities, no bubble, stick with USA and tech (Rothschild)

= Upgrades to equities, growth, no bubble (Pictet)

= UK, EM, China, cyclicals, small cap, energy, no bubble (BJSS)

= EM Asia, UK, green themes «hot spots»
= Gold not that popular, hasn't done much since Q2, but...??
= Greater conviction than in Q3, after vaccine news Q4

18



APPENDIX / ARCHIVE

EXPECTED ASSET CLASS LONG
TERM RATES OF RETURN

FORECASTS FOR 2021
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...next 15 year returns for all asset classes...

% UBS

Our capital market

assumptions

Forecasts in local currency {except EM equities), annualized

Forecasts for the next 15y

Retwrm p-a-

Wolatility p.ac

Ligqueidity

Cach LSO # EUR # CHF 5 GBP

1.6% FO05% 0.1 % 5 1.0%

0. 0%

Bonds

UsD ¢ GEP high grade bonds 5—180 years

2209 5 1.3%

5.1% 5 46%

EUR ¢ CHF high grade bonds 5—10 years

OL&% SO0

4.0 % £ 4. 3%

UsD inflation linked bonids

1.5%%

4. T e

UsSD corporate imtermediate bonds (1G)

278

4. 5%

UsD ¢ EUR high yield bonds

A S90E S 3 a0

1096 £ S9.1%

UsD ¢ BUR senior loans

S206 S 4 2%

FE% S T A%

Emergimg market sowereign bonds (LSD} 4 5% 9.5 %
Equities

s 7% 15. 9%
Emergimng kMarkets (LSO} N B 207 %
Euroczonsa T2 17 8%
LIk 8.1% 16.1%
lapamn S 1% 19 2%
Swwitzerland .45 13.7%
Commodities .49 17.5%
Alternatives — Hedge Funds (FoF; USD) 3.6% 5.6%:
Alternatives — Other / Risk Parity (USD) [ 10.1%%:
Alternatives — Private Markets — & 3% =R
Private real estate (USD)™

Alernatives — Private Markets — Private eguity (USD* 10.5% 14 0%
Aternatives — Private Markeseits — Private debt (USD)* 200 AT %

* equilibriem relurns
Soearce: UBS CHO GWKL, as of 12 Oclober 2020

NEXT 15 YEARS

Emerging Market
equities highest
returns, +9%

UK +8% strong

Japan +5% and CH
+6% lag

Private equity
markets +10%

Govt bonds +2%
maybe too high?
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...USD asset class returns next 5 years...

2 PICTET

1805

Asset Management

ASSET CLASS RETURNS, 5-YEAR FORECAST, %, PER ANNUM

EQUITIES
CHIMNA 12.9
EMEA ] 12.6
EMERGING MARKET ] 12.0
LATIN AMERICA | 11.9
EMERGING ASIA ] 11.9
FRONTIER MARKETS ] 11.5
Uk | 9.7
SWITZERLAND | 9.7
EURO ZONE I 2.4
JAPAN | 8.7
GLOBAL I 7.5
DEVELOPED MARKET ] 6.8
us | 5.9
BONDS
CHIMA 10Y GOVERNMENT ] 7.2
EMERGING MARKET LOCAL CURRENCY [ ] 6.7
EURO ZONE HIGH YIELD I 5.2
US HIGH YIELD ] 4.6
EMERGING MARKET US DOLLAR ] 4.5
EMERGING CORPORATE ] 3.7
JAPAN 10Y GOVERMMENT [ 20
SWITZERLAND | @ RETURN IN LOCAL CURRENCY 2.5
CURRENCY IMPACT
EURO ZONE CORPORATE INVESTMENT GRADE [l (GAIN/LOSS) VS USD 2.5
US INFLATION-LINKED [ ] 2.2
US CORPORATE INVESTMENT GRADE ] 2.2
EURO ZONE GOVERNMENT I 2.0
GLOBAL GOVERNMENT [ | 1.9
UK 10Y GOVERNMENT [ | 1.2
US 10Y GOVERNMENT [ ] 0.7
GERMAN 10Y GOVERNMENT [ 0.4
]

-5

15

USD returns (local currency returns):

USD weakness accounts for c15% many
total return numbers

USA underperforms

Developed markets +7.5% (+7.0%)

Most of Europe +9.5% (7-8%)

UK +9.7% (+7.5%)

Emerging equity markets +12.0% (+8.0%)
Best EM equity = China +12.9% (+9.0%)

Best EM debt = China
+7.2% (+4%), as RMB strengthens

Local currency EM bonds +6.7% (+4.5%)



Rothschild Rothschild & Co

...+6.5% nominal returns next 10 years... Wealth Management

+6.5% nominal
returns next 10
years = +4.5%
real returns

Plausible 10-year returns on stocks (% pa)

Best nominal
10% ®  returns EM Asia
) o +9%/ 7% real,
o EMEA +10%
6% L [ ] L ]
.
- = o Worst returns
. Japan +2.5%,
2 USA +4.5%/
) 2.5% real
o od us EU UK CH P apac emasa  maieem evea GGrowth blggESt

Dividend *=Valation * Growth ® Total retumn (nominal ) S|ng|e factor
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...oth January estimate +25% in eps...

o UBS

Overall earnings should return to pre-crisis levels in 2021

ClO estimate for earnings per share, rebased to 2019 = 100.

Earnings rebased 2019 2020 2021 2022
Us 100 845 1033 1205
Asia ex-Japan 100 987 1183 1373
Euro area 100 584 857 1021
UK 100 550 759 899

Switzerland 100 910 1019 1125
EM 100 934 1145 1327
Developed markets 100 832 1038 11938
Globa 100 844 1052 1219
Note: Consensus estimates for 2022
Source: Refinitiv Datastream, UBS, as of 11 November, 2020

Share price performance year-to-date
9.7%

9.9%

-5.8%

-16.5%

-2.4%

5.9%

6.3%

6.3%

23

«Risk On» overall; monetary
and fiscal policy supportive

Equity earnings catch up with
pre-Covid levels end 2021

USA outperformed RoW 10
out of last 11 years (Care!)

EM + Asia best earnings per
share (eps) growth 2020

EUR area and UK worst eps
growth 2020

Global eps +25% in 2021



OECD Economics:
Growth pushed out to 2022 from 2021...

Generally, growth has been pushed

Country 2020 2021 2022 out to 2022 from 2021...

= Argentina ‘ E E

::r”:;a“a } E” :321 ...2020 GDP adva ncgd eco nomies -

Il Canad Em E B 4.2% but recover fairly slowly in 2021

& ching n = K (+4.2%) and 2022 (+3.7%)

Il France _ m .3.3

® Germany o] - W China only country to be positivein

= e B = = 2020 (+1.8%), with big snap back

™ |ndonesia .‘-2.4 m n 2021 (+ 8.0%)

I taly _ m .3.2

® Japan ﬂ‘ .2.3 .1.5

1, Korea I8 e - India -9.9% in 2020 but dramatic

H o 92 ] 36 LR recovery 2021 (+7.9%)

m Russia ‘ .2.8 .2.2

:zthi:i: ﬂ} Ea_1 :336 UK worst performing major economy

& Turkey g - - in 2020 (-11.2%), due to Brexit and

8 United Kingdom 2 | [ 42] 4] Covid, but does better than EUR area

W nited States ‘ E .3.5 in 2021 and 2022

World ‘ m E

Z”;area } g E“ Emerging markets do best 2021+ but
not by so much as in the past

24
Covid «2»/«3» will be swing factor
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...inflation (care as this is not discounted!)..
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Asset Management

At some point, aided by the deployment of more uncon-
ventional monetary tools, central banks will succeed in
generating inflation. Our best guess is that major central
banks would be comfortable with a rate between 3 and 4
per cent —a moderate overshoot would compensate for
recent periods when it was too low, allowing them to retain
their sound credibility. Crucially, inflation of this magni-
tude would also help debt to GDP ratios to shrink even if
governments were running primary budget deficits of around
5 per cent.

However, huge amounts of spare capacity in the econ-
omy mean that inflation is very unlikely to spring up signifi-
cantly over the next year or two. It is only over a longer time
horizon that a 3—4 per cent rate is a distinct possibility.
Ultimately, policymakers face the choice between higher
inflation and some form of direct or indirect restructuring
of public debt. In which case, it won’t be government bonds
but gold and other alternative forms of money that will be
winners.

A// OECD Inflation of 3-
4% pa halves a family's
capitalinreal termsin
just over a decade...and
also govt debt

B// Fiscal pump priming
with budget deficits of
5% of GDP is possible at
the sametime

A + B = Policy Nirvana,
and some investors may
not even notice erosion
as people think
«nominal» (but spend
«real»!)....and the bottom
25% have no assets
anvwayv.
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solicitation of an offer to purchase or subscribe for any
Investment.

GTI has based this document on information obtained
from sources it believes to be reliable but which it has
not independently verified; GTI makes no guarantee,
representation or warranty and accepts no responsibility
or liability as to its accuracy or completeness.
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