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Assets 2020: Extraordinary volatility subsides - asset returns
still led by gold

Equities rally reverses Q1 losses — Gold leads Equity volatility still comparatively elevated...

US Equity Volatility Index (VIX)

Global Asset Class Returns 2020 (GBP) 2020 to date
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Europe outperforms: The ground-breaking EU recovery fund...

Euro rallies

Euro equities outperform since recovery fund announced

USD per Euro Spot
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World Indices since Franco-German proposal
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Better growth prospects in euro area and UK...

PMI accelerates for first time in 5 months

Highest reading since June 2015

Euro Area Composite PMI
(Markit)
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Europe: The Four Pillars amount to € 1.29 trillion

1. ESM - Light conditionality attached, with
capacity up to 2% of member states GDP,
totalling €240bn

2. Support to mitigate Unemployment Risks
in an Emergency (SURE) - re-insurance
system worth €100bn

3. European Investment Bank (EIB) to help
banks lend up to €200bn

4. Recovery Fund — €750bn
Composed:€ 390 grants and € 360bn loans
Funded by the issuance of joint EU debt in
financial markets, and disbursed mostly in
2021-2022
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The recovery fund is a breakthrough for the EU

Europe will be ‘forged in crises’ Jean Monnet 1888-79

Modelling by the EC (QUEST)

* Progress to Fiscal Union:

Impact of Recovery Instrument on GDP and government debt

v’ Already transfers via Budget G | pps.of  "eoscompared tobaseinein 202 ps)
v" Already ESM 4 6P
v Now Recovery Fund
v’ Grants do not add to debt levels 2
v' Significant increase in EU budget/investment , @ I L]
v’ Cost/Debt Sustainability improved m
v" EU bonds issued ‘across the curve’ a key ‘safe’ ) [
asset
-4
x Banking & Capital Markets Union incomplete E FUZT Her Hoer Lower | EUZT Higher Higher Lover
x North-South economic divide widened by Income  Debt ~ Debt Income  Debt et
COVID GOP Debt4o-GOP
x East-West Political divide a possible stumbling ¢, .. commiccion sorvicas
bloc

EC estimates that mobilised investment is estimated to raise real EU GDP levels by around 1% % in 2021
and 2022, rising to 2%% by 2024.
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Europe: Preliminary conclusions

1. Bonds:
* New EU Bonds - a safe haven & a long-term alternative to US Treasuries
e Recovery Fund supportive of economic recovery in countries without fiscal space — a greater role for
peripheral debt in global funds
2. Equities:

* EU Crisis Response ‘World Leading’: Assumption that Euro structure ‘fails in a crisis’ could now be
revised triggering a re-rating of EU equities.

* European policy objectives (green, pro-growth, and investment) — this could, over time, alter the
impression of European equities as late cycle ‘Banks & Cyclicals.” A trigger for re-rating vs tech rich US?
3. Currency:
* Massive EU Debt Issuance can improve Euro reserve currency status & drive fund/reserve flows over
the longer term — currency positive
4. Climate

* EU Climate spend now world leading in volume & fiscal focus — opportunities for global Climate
investors in EU equities, green bonds and infrastructure
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E,S & G - Social challenges post crisis driving the economic agenda

CLIMATE CHANGE CIRCULAR ECONOMY LAND AIR WATER
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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

24.07.2020
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