


COVID-19 - A wholly global pandemic

Global map of confirmed cases

Figure 1. Countries, territories or areas with reported confirmed cases of COVID-19, 26 March 2020
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COVID-19: UK behind Europe - China, Korea, Japan ‘flattening
curve through effective containment — US/EM curve worrying

Severe containment has been effective in flattening the curve EMs with poor healthcare will see higher mortality

Coronavirus Increase in Confirmed Cases Coronavirus Increase in Confirmed Cases
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2020 GDP growth — deep recession expected across all regions
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GDP Growth 2020E
Base Bear Bull
-1.8t0-45% -3.1t0-5.8% -0.6t0-3.4%
-3.0to-3.3% -49to-5.3% -0.5t0-2.2%
-6.4t0-7.2% -7.6t0-8.4% -4.7to-5.5%
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2020 Recession is likely to be worse than 2008-09
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Fiscal responses impressive and fast...

Italy

France

Germany

Spain
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$2 trn, 10% GDP

$377bn Loans/Grants

$500bn National Industries/Fed
$250bn Personal Payments
$150bn States

$340bn Health/Transport/Educ

€25bn, 1.4% GDP
€45bn, 1.9% GDP

€156bn supplementary
budget (4.6% GDP)

€18bn, 1.4% GDP
£78bn, 3-4% GDP
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150bp cut, unlimited QE (from

$700bn),

USD swap lines with 5 countries,

ECB, €750bn bond
ECB, €750bn bond

ECB, €750bn

ECB, €750bn bond
65bp rate cut to 0.15%

QE increased by £200bn to £645

Term Funding Scheme, and

Countercyclical capital buffer cut

Retail closures 17t March
until end March, travel
bans

Stay home orders in
California, New York,
Massachusetts, Wisconsin

4 week lockdown

15 day lockdown from 17
March

Restaurants closed, mass
gatherings banned

Lockdown

Lockdown from 24 March
for 3 weeks
Schools from 23 March



Magnitude of economic shock exceeds the aftermath of the

Financial Crisis

Record filings for US unemployment insurance

Simultaneous shock to manufacturing & services

US Initial Jobless Claims
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UK economy faces huge challenges but labour market damage will
be helped by the government’s job retention schemes...

Tight labour market supports real wages

Gradual Sterling rebound

UK Unemployment & Real Wages
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UK Effective Exchange Rate Index (BOE)
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S&P 500 corrections from peak — 2020 the fastest decline on record
Stock Market Pre-Correction high at T=0 (Indexed to 100)
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Negative investor sentiment was close to extremes this week...

Bearish sentiment close 2008/9 lows Defensive positioning close to all time highs
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Equity declines steadying as volatility measures start to stabilise

Global asset markets correct at unprecedented rates Equity volatility still close to all time lows in 2019

Global Asset Returns US Equity Volatility (VIX)

GBP (1/1/2020 = 100) 90 -
Lehman's
120° e
115 -
UK Government Bonds 70 -
110 -
105 - <106.1 " _ £ Bond Yield '4!!
) MN/J\-\/\/ E o0 Sov:rr;gr?a;ebt Surge
100 - s Crises —
o 50 - covID
95 - o -19
= |
90 - © 40 - BREXIT/
. % E Trunp
30 -
80 - 79.6
75 UK Equities (MSCI) 20 -
70 - 10 -
65 -
: 0 - | | | | | |
2020 2010 2012 2014 2016 2018 2020
Source: Macrobond Source: Macrobond
SARASIN Global Strategy | 27 March 2020 s

&PARTNERS



Manufacturing PMI versus earnings

Double digit EPS declines are becoming increasingly likely

US Manufacturing PMI and EPS

75 90.0%
70
70.0%
65
50.0%
60
‘ ‘ 30.0%
55 . 0
’ | “ ‘ (i
20 ‘ ’ j 10.0%
45 v'\ ‘
r ( -10.0%
40 ,
-30.0%
35
30 -50.0%
g g 0N DD D PR RS FS PSS LT LTSRS P
AN AR LR LA AR AR AR AR IR R CIN N B I QIR U R CIRC O G QI X UG S SN SIS S SO U VA SR SN LA I S SN LAY
N W W w @ W @ @ @ @ @ @ @ @ W @ W W w oW ® ® o X @ XX O
A N A M M I N P T N AP N N AP M M . M R P A AP U M AP T M SR M R P AN
= S Manufacturing PMI @12 M EPS Growth (T12M YoY)
Source: Bloomberg, Data as at 13.03.2020
SARASIN Global Strategy | 27 March 2020 11

&PARTNERS



Welcome currency stability after dollar swap lines established
while IG bonds spreads stable after ‘Fed’ backstop..

Currency stability - Sterling excepted

Sterling Corporate yields contained

Currencies per US Dollar
Last 12 Months (Rebased)
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Sterling Corporate Fixed Income Yields
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Economic risks severe but policy response significant

Deep recession argues for equity caution — credit opportunities emerging

Global strategy update March 2020

Bonds

Equities

Alternatives

Cash

Risks
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Neutral — Central bank support argues for lifting high quality corporate bond exposure

* Neutral gilts: Massive expansion of QE programs will cap any rise in sovereign yields

* Neutral corporates: Unprecedented Federal Reserve backstop investment grade bonds - solvency and liquidity risk
diminished after Central Bank backstop

* High Yield and EM debt: Extreme caution to reflect default risks and depth of EM recession

Underweight — Synchronised global recession suggests material earnings risks — no clear exit from shutdown
* Valuations are supportive but second-round effects of crisis very difficult to predict

* Earnings outlook opaque with little ability to model future economic recovery

* Emerging world ex-China profits extremely vulnerable with high corporate and SME leverage

Overweight — high risks in leveraged/opaque assets
* Clear preference for liquid uncorrelated assets. Gold a hedge against unprecedented policy stimulus.

Overweight
* To reflect extreme near term economic uncertainty but also mid-term opportunities

Current: Depth of virus induced recession unprecedented, excessive corporate/private equity leverage, UK/EU 2020
trade negotiations, oil price collapse threatens high yield credit and vulnerable sovereigns

Longer-term: China’s growth experiences long-term damage from virus, global trade linkages under estimated, central
bank toolkit largely exhausted, G7 government debt/GDP levels likely to exceed 100%
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional adviser

For your protection, telephone calls may be recorded. This document has been issued by Sarasin & Partners LLP which is a limited liability partnership registered
in England and Wales with registered number 0C329859 and is authorised and regulated by the UK Financial Conduct Authority and passported under MiFID to
provide investment services in the Republic of Ireland.

It has been prepared solely for information purposes and is not a solicitation, or an off er to buy or sell any security. The information on which the document is
based has been obtained from sources that we believe to be reliable, and in good faith, but we have not independently verifi ed such information and no
representation or warranty, express or implied, is made as to their accuracy. All expressions of opinion are subject to change without notice.

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally invested. This can be
as a result of market movements and also of variations in the exchange rates between currencies. Past performance is not a guide to future returns and may
not be repeated.

Neither Sarasin & Partners LLP nor any other member of Bank J. Safra Sarasin Ltd. accepts any liability or responsibility whatsoever for any consequential loss of
any kind arising out of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute for the exercise by
the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material referred to
herein and/or any of the information upon which it is based, prior to publication of this document. Where printed by Sarasin & Partners, this document has been
printed on FSC certifi ed sustainably sourced or 100% recycled paper.

© 2020 Sarasin & Partners LLP — all rights reserved

27.03.20
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