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Current Market Observations — The Great Re-Opening

How We Got To Here

Latest Performance

Key Drivers

* The Rotation Trade

Key Themes For 2021

Covid

Policy — Monetary & Fiscal
Re-opening & Recovery
Too much of a good thing?
Is It a Bubble?

Looking Further Ahead

How Do We Pay For Covid?
Technology Convergence
ESG

Inflation — Be Careful What
You Wish For
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The Benefits of a Balanced and Diversified Portfolio
Asset Class Returns Year-To-Date

Asset Class Performance (£ - Total Return) Year To 09-Apr-21
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Boom Time For (Global) Equities

FTSE All-World Index
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Driven By The US

COUNTRY WEIGHTS

2.93%

3.76%

4.94%

|

United States 57.8% @ Japan 6.54% @ China 4.94% @ United Kingdom 3.76%

6.54%

57.8%

® France 2.93% @ Other 24.03%

Source — MSCI & Investec
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Who Drives The Global Economy?
Contribution to forecast global GDP growth, 2021-2026

= Indonesia * Russia

Braal » France

Other, 25.2%
s Turkey * S Korea
-/ = Mexaco = llaly
/ Span = Canada
India 8.4%
= Egypt Thadand
UK 2. 1%
Japan 3 5% = Poland
Germany 3.1%

Source: Intemational Monetary Fund, Bloomberg (Apnl 2021)
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Big Pictures Don'’t Tell The Whole Story
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All Groups

D s&P
) S&P
3) S&P
1) S&P
5 S&P

6) S&P
N S&P
8 S&P
9) S&P
10) S&P
1D S&P

71

=1010
1010
1010
=1010
1010
=1010
=1010
=1010
=1010
1010
1010

ENERGY INDEX
FINANCIALS INDEX
COMM SVC
INDUSTRIALS IDX
REAL ESTATE 1IDX
MATERIALS TINDEX
INFO TECH INDEX
CONS DISCRET IDX
HEALTH CARE IDX
UTILITIES INDEX
CONS STAPLES 1IDX

= WWo W

Source — Bloomberg

Investec



US 10-Year Breakeven Inflation (2016 — 2021)

A Major Shift In Inflation Expectations

! Source — Bloomberg Investec



And A Major Shift In Real Bond Yields
US Real 10-Year Bond Yield (2016-2021)
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The “Long Duration” Trade

Exhibit 6 : Long-term growth assumptions are key in a fair value

model: 93% of the fair value comes from phases lll and IV
=hare of fair value in each phase of our US DDM
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Source: Goldman Sachs Global Imvestment Research
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Global GDP Based On Lockdowns

Impacton Global Real GDP Estimated from
35 Effective Lockdown Index, ¥dma
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The Current COVID Situation

7 day average number of new infections across the globe
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Weekly growth in 7 day average number of infections across

the globe
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Fiscal Stimulus League Table
Fiscal Support, % of 2019 GDP

Us.
Japan
Australia
France
Canada
Germany
Italy
Brazil
UK.
China
Indonesia
South Korea
India

m CARES Act (32 4 tril)
m COVID-19 relief (3900 bil)
m Biden fiscal rescue ($1.9 tril)
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20 23
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Because They Can Afford To
7

(12-month sum as a percent of 12-month average of publicly held Treasury debt)

NET INTEREST PAID BY US FEDERAL GOVERNMENT

yardeni.com

Jan

Source: US Treasury Department and Monthly Statment of the Public Debt of the United States.

Source — Yardeni Research
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Central Banks Open The Firehoses

Central Bank Balance Sheet Growth (SBny/y)
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History Of Interest Rates — 1970s Were Abnormal
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And Companies Are Being Egged On Too

Exhibit4: “Escape velocity” signaled as capex intentions surpassed improve balance sheets
What would you most like to see companies do with cash flow?

= NCrease capital spending
== | TProve balance sheets
-Return cash to shareholder
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Source: BofA Global Fund Manager Survey
BofA GLOBAL RESEARCH
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Consumers Will Join When They Are Allowed — Pent Up Demand

Developed Markets: Select Countries
Excess Savings as a Share of Pre-Pandemic Personal Consumption’
% 2020
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Source: Eurostat, U.K. Office for National Statistics, Statistics Bureau of Japan, Bureau of Economic Analysis, Empirical
Research Partners Analysis.
' Excess savings are those above the prevailing savings rate at the end of 2019 and pre-pandemic personal consumption is
from 2019. Ratio computed each quarter (or month for the U.S.) and averaged over calendar year 2020.

Source — Empirical Research &> [nvestec



Latest IMF Growth Forecasts

IMF GDP growth forecast
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Purchasing Manager Indices Show Strong Positive Momentum

Composite PMI prints around the world  gxpanding and

8 accelerating
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The Outlook For Global Earnings

Bottom-Up MSCI AC World EPS Growth Forecasts
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The Outlook For Global Earnings — 2021 F/C +11% vs 2018 Prior Peak
Bottom-Up MSCI AC World EPS Levels
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Here Comes The Inflation Spike — Will It Fall Back?

Core PCE to jump sharply before falling to 1.95% by year-end
Headline and core PCE inflation, % change yoy
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Value vs Growth — More To Go?

Value v Growth
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What Does This Mean For Portfolios?

Underweight Government Bonds
» Preference for Index-Linked/TIPS

Fully Committed to Equities

Tactically - Continued Rotation Ahead

« Short Duration beats Long Duration

« Cyclicals beat Defensives

* Value beats Growth

« Greater emphasis on Sectors vs Regions

Increased Interest in Alternatives
« Inflation Hedges
« Volatility Dampeners
« Idiosyncratic Alpha
* |ncome Generation
Source — W&l D Investec
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Is This A Bubble?

No — But Pockets Of Speculative Activity

Some Concern

* (Mainly) US Retail
 |IPOs

 Thematic ETFs

« SPACs

* Crytpo and NFTs
« GameStop

» Archegos

Less Concern

Housing (US)
Equities
Credit
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Looking Further Ahead

How Do We Pay For Covid?
« Austerity — No
« Grow out of it — Unlikely, but possible
« Higher Taxes / Wealth Redistribution — Almost Certainly
* Financial Repression — Quite probably

Technology Convergence

Environmental, Social , Governance

Inflation — Be Careful What You Wish For...
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The Most Important Chart In The Pack?
What constitutes a “balanced” portfolio?

Stock/Bond Correlation v Inflation
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Source: Shiller, Ibbotson, Bloomberg, Investec Wealth & Investment
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Conclusions

Don’t obsess about today’s equity market volatility
Observe the Stockdale Paradox
Ensure that portfolios are sensibly diversified to:
1. Reduce volatility
2. Exploit the widest opportunity set

Consider the effects of potential higher inflation

This presentation has been declared a Brexit-free zone!
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Disclaimer

The information in this document is for private circulation and is believed to be correct but cannot be guaranteed.
Opinions, interpretations and conclusions represent our judgement as of this date and are subject to change. The
Company and its related Companies, directors, employees and clients may have positions or engage in transactions in
any of the securities mentioned. The information contained in this publication does not constitute a personal
recommendation and the investment or investment services referred to may not be suitable for all investors; therefore
we strongly recommend you consult your Professional Adviser before taking any action.

Copyright Investec Wealth & Investment Limited. Reproduction prohibited without permission.

Investec Wealth & Investment Limited is authorised and regulated by the Financial Conduct Authority and is a member
of the London Stock Exchange and the Investec Group.

Please note that the value of investments and the income derived from them may fluctuate and investors may not
receive back the amount originally invested. Past performance is not necessarily a guide to the future. Current tax
levels and reliefs may change and the investments and investment services referred to may not be suitable for all
investors.

Investec Wealth & Investment Limited is registered in England. Registered No. 2122340. Registered Office: 30 Gresham
Street. London. EC2V 7QP
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