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FINANCIAL MARKETS

PUILAETCO

A QUINTET PRIVATE BANK

EQUITIES

Performances in EUR Price YTD 12m rolling
MS Cl World 2,147.88 -7.9% 5.6%
MS CI Europe 116.58 -16.5% -6.3%
MSCIEMU 109.09 -17.2% -6.8%
MS ClI Belgium 65.02 -27.4% -22.0%
MS CI Netherlands 155.68 -7.4% 6.7%
MS Cl France 136.29 -20.5% -9.3%
MS Cl Germany 132.96 -13.4% -2.7%
MS CI UK local 1,721.91 -20.2% -16.5%
MS CI S pain 83.77 -25.5% -22.1%
MS Cl Italy 48.19 -23.9% -11.3%
MS Cl Switzerland 1,313.90 -5.8% 7.8%
MSCIUSA 2,918.45 -4.0% 11.9%
MS Cl Japan 945.53 -7.0% 5.1%
MS Cl Emerging Markets 930.35 -15.5% -6.2%
MS Cl Hong Kong 12,141.89 -18.9% -19.5%
MS ClI China 80.68 -4.3% 10.7%
MS ClI Brazil 1,338.18 -42.9% -35.6%
GOVERNMENT BONDS (JPM INDICES)

Performances in EUR Price YTD 12m rolling
1-3y 227.49 -0.4% -0.1%
3-5y 311.89 -0.1% 0.8%
5-7y 417.22 0.3% 2.1%
7-10y 498.64 0.7% 3.0%
>10y 746.73 2.8% 10.4%

CURRENCIES

Perfomances in EUR Price YTD 12m rolling
EUR - USD 1.1 -1.0% -0.6%
EUR - GBP 0.90 6.3% 1.7%
EUR - JPY 119.77 -1.6% -1.0%
EUR - CHF 1.07 -1.7% -4.5%
EUR - NOK 10.79 9.6% 10.3%

COMMODITIES

Performances in USD Price YTD 12m rolling
Gold 1,730.27 14.0% 32.5%
Crude Oil (Brent) 35.33 -46.5% -45.2%

ALTERNATIVE INVESTMENTS

Performances in EUR Price YTD 12m rolling
Global Hedge Funds (HFRXGL Index) 1,256.38 -1.6% 3.5%
Market Neutral (HFRXE MN Index) 889.63 -5.7% -6.9%
Event Driven (HFRXED Index) 1,601.21 0.1% 8.6%
Macro Multi-S trategy (HFRXMMS Index) - 5.1% 8.6%

CORPORATE BONDS (JPM INDICES)

Performances in EUR Price YTD 12m rolling
AAA 236.46 1.6% 2.2%
AA 244.86 1.9% 3.5%
A 240.11 -1.5% -0.2%
BBB 258.13 -3.4% -0.5%
Investment Grade 251.14 -0.3% 1.3%
High Yield 266.40 -8.1% -3.1%

Source: Bloomberg

The positive momentum of April continued in May, fuelled by supportive central banks and governments, the reopening of
the economies and reported progress on a COVID-19 vaccine. Developed markets outperformed emerging markets.

US 10-year interest rates remained almost stable, European interest rates became less negative and interest rates of

Pheriphery countries came down after earlier upsurges.

Gold remained relatively stable, while oil recovery strengthened. In currencies, the USD lost ground against other

currencies.
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FINANCIAL MARKETS PUILAETCO

A QUINTET PRIVATE BANK

Figures at 29/05/2020
EUROPEAN SECTORS (MSCI INDICES)

Performances in EUR Price YTD 12mrolling
Auto & Auto Components 128.99  -26.5% -18.4%
Banks 29.26  -40.3% -35.2%
Materials 237.47  -15.4% -4.2%
Chemicals 348.85 -9.3% 5.5%
Construction Materials 120.95  -22.4% -9.4%
Financials 4414  -31.4% -23.3%
Food Beverage & Tobacco 318.21 -9.9% -3.7%
Health Care 224.18 1.6% 21.9%
Industrials 22045  -18.8% -4.2%
Insurance 61.99 -28.5% -19.0%
Media 6236  -32.1% -29.3%
Oil Gas & Consumable Fuels 88.78  -38.6% -39.7%
Hous ehold & Personal Products 468.02 -3.1% -2.2%
Real Estate 12457  -25.2% -17.8%
Retailing 122.36 -6.3% 13.7%
Information Technology 121.78 -3.4% 11.7%
Telecom Service 4678  -19.2% -17.5%
Hotel Restaurantsn & Leisure 10271 -36.5% -26.5%
Utilities 118.48 -6.1% 8.6%

Source: Bloomberg

By sector, technology outperformed, while the financial and defensive sectors lagged the broader aggregate.
Cyclical sectors also performed well.

Mid/Smalls generally outperformed large globally.
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» The underperforming European indices have caught up with Wall Street, which had already recovered in recent weeks.

Japanese shares also showed a good performance.

» Investors are now focusing also on equities that are lagging behind, but offer good recovery potential.
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The appetite for bonds is high.

Inflow to Investment Grade bonds, High Yield bonds and Emerging Market bonds is at its highest level for a long time.

Government bonds are less popular and had an outflow.
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ECONOMY AND INFLATION
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Central Bank Assets
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NOTE: Data are from May 2006 to the week of April 5, 2020. Asset holdings are normalized to equal 100 in January 2007.
SOURCE: Bank of England, Bank of Japan, European CenlraI,Eank and Federal Reserve,
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The pace and path of the virus outbreak will determine the
pace and path of the economy reopening - it's happening,
but rather slowly.

The good news is that China has bottomed, the US is
stabilising and Europe seems slightly behind but is improving
too.

The policy stance is very expansionary and likely to stay so for
a long time. We expect even more monetary and fiscal
stimulus.

Financial conditions are easing, although at an uneven pace —
we assume the feed-through will continue over time.

Eurozone Core Inflation YoY
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Before we see higher inflation because of money creation, the
odds for disinflation are bigger at first because of the economic
fall-out.
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mmmm mmmm

Global 1625 0125 0125 0375
Us 23 63 45 35 ECB 050 050 050 -050
China 61 12 92 50 BoE 075 010 010 025
Euro Area 1.2 -8.0 4.7 28
Japan Treasuries 0.69 0.75 0.80 1.05

mmmm Bunds 051 040 030 -020
Global Gilts 027 035 040 055
us 18 06 22 24
Euro Area 12 0.2 1.0 14 EUR/USD 108 113
UK 18 1215 18 GBP/USD 12 12 126 128
Japan 05 02 04 05 EUR/GBP 088 092 09 089

Mote: 2020-22 are Quintet forecasts; annual averages for GDP and CPI; end of period for policy rates, 10-year yields and FX; spot #s as of May 150
Source: Quintet, IMF, FactSet
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PMI COMPOSITE

Source: Bloomberg

PUILAETCO

A QUINTET PRIVATE BANK

PMI Composite
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» In just about every country, every region, PMI-levels have fallen to record lows
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GLOBALLY, MOST INTEREST RATES ARE NEGATIVE PUILAETCO

A QUINTET PRIVATE BANK

6/4/2020

BOND YIELD MATRIX

6Month 1 Year 2Year 3Year 4 Year 5Year 6 Year 7 Year 8 Year 9Year 10Year 20Year 30Year

Switzerland -0.77 -0.71 -0.69 0.64 0.61 -0.58 -0.54 -0.51 -0.45 -0.41 -0.24 -0.29
Germany -0.57 -0.58 -0.64 -0.63 -0.61 -0.58 -0.56 -0.52 -0.46 -0.41 0.34 -0.07 0.13
Denmark -0.55 0.62 -0.53 -0.51 -0.43 -0.31 -0.20 0.08 0.28
Netherlands -0.55 -0.55 -0.57 -0.59 -0.55 -0.52 -0.40 -0.34 -0.28 -0.21 -0.15 0.10 0.16
Austria -0.54 -0.56 -0.50 -0.47 -0.37 -0.30 -0.26 -0.18 0.1 -0.06 0.20 0.41
Finland -0.73 -0.60 -0.60 -0.52 -0.52 -0.39 -0.35 -0.23 0.16 -0.08 0.35
Sweden -0.31 0.24 -0.17 -0.09 -0.01 0.36

Japan -0.21 -0.18 -0.18 -0.17 0.15 0.1 -0.10 -0.07 -0.06 -0.02 0.02 0.37 0.53
France -0.52 -0.51 -0.53 -0.50 -0.47 -0.39 -0.33 -0.23 -0.18 -0.08 0.01 0.47 0.78
Belgium -0.52 -0.50 -0.49 -0.52 -0.45 -0.37 0.23 0.14 -0.08 0.00 0.06 0.51 0.78
Ireland -0.59 -0.45 -0.36 -0.30 -0.21 -0.10 -0.01 0.06 0.14 0.58 0.87
Slovakia -0.68 -0.39 0.24 0.12 0.00 0.03 0.09 0.20 0.93
Slovenia -0.52 -0.45 -0.39 -0.33 0.17 0.12 -0.08 0.01 0.16 0.31 0.43 1.00 1.09
Spain -0.51 -0.41 -0.35 -0.20 0.14 -0.02 0.09 0.28 0.36 0.46 0.62 0.96 1.41
Portugal -0.44 -0.43 -0.37 -0.24 0.19 0.06 0.13 0.23 0.40 0.47 0.57 1.03 1.39
Bulgaria -0.53 -0.42 -0.06 0.05 0.21 0.26 0.29 0.96 1.30

ltaly -0.01 0.09 0.33 0.51 0.59 0.91 1.07 1.23 1.35 1.44 1.55 2.24 2.50
United States 0.15 0.16 0.19 0.24 0.37 0.58 0.75 1.30 1.54

Central banks are forcing investors who are looking for income into the stock market.
Interest rates will stay low longer.

The interest rate differential between the US and Europe has narrowed.
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TACTICAL ASSET ALLOCATION

PUILAETCO

A QUINTET PRIVATE BANK

We keep a moderate risk stance in portfolios, supported by:

Our expectation of a rebound in global growth,
combined with sizeable and effective monetary and
fiscal policy stimulus, and our hopeful view that
Covid-19's direct negative impact on the world

economy will be short-lived.

Given the above, our tactical asset allocation is as follows:

10

Small overweight in equities, with a preference for US
equities (via the overweight to the Technology and
Healthcare sectors), and emerging market versus

European equities.

Overweight credit, with a preference for euro high

yield and emerging market sovereign hard currency
bonds (hedged).

Overweight portfolio  diversifiers, namely gold
(hedged), US Treasuries (hedged), and the Japanese

Yen.

Underweight euro government and investment grade
bonds.

VECTOR FOR EUR BALANCED PORTFOLIO

Min -

Max +

43211109 8-7-6-54-3-2-10123 450678 91011121314

- Equity, 2.0

Overall Fixed Income, -7.0
Alternatives, 5.0
Cash, 0.0
I s 20
L= Technology, 1.0
he® Healthcare, 1.0
Equities
Europe, -2.0 [N
Japan , 0.0
I Gem 20
Euro Government, -12.0
U3 Treasuries (Hedged), 2.0
US TIPS (Hedged), 3.0
Fixed Income
EMD - Hard (Hedged), 3.0
Euro IG Credit, -6.0
Euro High Yield, 3.0
Gold (Hedged), 5.0
Market Neutral, 2.0
Alternatives
Global Macro, 2.0
Hedge Funds, -4.0
JPY, 2.0
FX EUR, 2.0
GBP, 0.0
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EQUITIES - CONVICTION CALLS PUILAETCO

A QUINTET PRIVATE BANK

Overweight US equities: The US market has compelling
characteristics in terms of innovation drivers, sector
composition and higher profitability dynamics. We prefer the Sector Composition is Key

more attractive sectors, such as Technology and Healthcare.
Headline valuations look less attractive when compared to Net Income Sector Split m%
b 1 L '.'. ol

other markets, but adjusted for sector composition US

equities are only mildly more expensive than European ones. | Financlals | 23.5% 316%
: . | Technology  SI/NLE 26%
Overwelgh’; '_I'recpnology: . Welz Eont;]nue to sheg good 13.0% 11.6%
asymmetry for Tech companies. In the short term, their strong 19 6% 5 59
balance sheets are a positive versus other sectors, while the -
| : : . , Industrials 10.3% 15.9%
ong-term dynamics of technological disruption and .
innovation remain intact. We believe the wave of disruption 7.6% 15.3%
starts with Retail, followed by Transportation, Healthcare and 3.5% 4.3%
Finance, to name but a few. 3.1% 3.1%

Oil & Gas 2.2% 2.5%

Overweight Healthcare: We also see good‘asymmetw for Basic Materials 15% 7 6%
Healthcare companies. In the short term, their solid balance

sheets and increased growth prospects are supporting share Source: Quintet, Bloomberg
prices. Additionally, they benefit from long-term tailwinds

such as an ageing global population, rising healthcare

spending and product innovation.

Overweight Emerging Market equities: Asia dominates in the index with around 75% and China is a major driver. We like
EM longer term due to the cheap absolute and relative valuations, the higher growth characteristics and the sector
composition.

Underweight European (including UK) equities: The region continues to suffer from weaker relative economic growth
prospects. European equity markets have an unattractive sector composition, with a lack of technology and higher exposure
to the ‘old economy’.
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FIXED INCOME - CONVICTION CALLS

PUILAETCO

A QUINTET PRIVATE BANK

Overweight US Treasuries (hedged): US Treasuries
remain the most compelling portfolio diversifier among
government bonds, given their higher yield to maturity
and global safe-haven status.

Overweight EUR High Yield (hedged): Credit spreads
are attractive by historical standards and price in a level
of default similar to that of realised defaults in the global
financial crisis, which we believe to be excessive.

Overweight EM Hard Currency (hedged): This segment
of the credit markets offers compelling value at current
spreads. The sensitivity of EM HC to both the oil price
and trade-weighted US dollar should provide a catalyst
for positive performance.

Underweight EU and UK Government Bonds: Their
attractiveness in the long term is very low from current
yield levels and they are merely a short-term diversifier.

Underweight Investment Grade (IG) Credit: Although
|G spreads also widened in March, high-yield spreads are
more attractive and the risk of fallen angels —given the
high BBB weighting —in Investment Grade is a clear risk.

12

Spread Assets Remain Attractive

Option-adjusted spreads (in bps)
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Source: Quintet, Bloomberg
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CURRENCIES/ALTERNATIVES — CONVICTION CALLS PUILAETCO

A QUINTET PRIVATE BANK

Overweight JPY: The Japanese yen acts as a portfolio diversifier. The yen tends to benefit at times of heightened
volatility as Japanese investors repatriate assets back home. The yen also remains very cheap on long-term valuation

metrics.

Overweight Gold (hedged): In a highly indebted world and likely lower-for-longer rate environment, demand for gold
from central banks and investors could continue to support the price of gold. Gold is more than a store of value; it is
also a hedge against price instability and a genuine portfolio diversifier because of its low correlation to other financial

assets.

Gold Spot S/0z
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INTERESTING SLID




Avoiding a second wave of
COVID-19 contamination

From a severe

ade War 2020 .
; recession to a
slow economic
: recovery
There is a growing | 2 =Son
risk of escalation
of the US- China Fiscal plans from Central Banks

S Governments to the rescue

trade and tech
war
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BULL/BASE/BEAR SCENARIOS PUILAETCO

A QUINTET PRIVATE BANK

Bull/Base/Bear Scenarios

V-Shaped Bounce

15% B U | | Step change in policy response —e_ g, deal on
Eurobonds; therapeutic breakthroughs; stronger

capacity of health systems and public sectors to

bring activity back to normal relatively quickly.

U-Shaped Recovery

60% B ase 1H20: Sudden stop tniggered by social distancing, fallout of health crisis, declining confidence and
tighter financial conditions. 3Q20: Economy is past the bottom, virus cases recede and there’s

extra reopening. From 4Q20: Recovery as fiscal/monetary stmulus feeds through, economic

activity resumes and therapeutics improve; policy stance stays very expansionary for a long time.

W-Shaped Relapse

259, Bear Second wave of virus cases; physical constraints are needed again; default

rates and job losses rise much further; financial and supply-chain strains
intensify; policy becomes even more unconventional, but its effectiveness is
Iimited; the economy shrinks for the whole of 2020 and part of 2021.

Note: This is an illustration of the balance of risks; arrows not in scale
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RECOVERY ALPHABET PUILAETCO
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17

Recovery Alphabet

Economists compare the shape of potential recoveries to letters o?"tﬁ'éfa‘lbhapgt,
and a swoosh

V-Shaped U-Shaped Swoosh- gﬁéﬁ‘é"d
Economy recovers but Recovery is longer
activity permanently than V-shape, faster

lost

than U-shape

GDP

GDP
GDP

GDP recovers, but )
slower than V-shape

TIME TIME TIME
Z-Shaped W-Shaped L-Shaped
Restrictions lifted too
S00N, More cases ;Ecl?nomy Lchic B
; paralyze — VI TECONEN e
& . ‘[Spendmg & | aeanomu a
=2 surge fuels 3 4 g S '
GDP above /\/
pre-crisis
levels
TIME TIME TIME

Note: Recoveries are using sample data
Source: Brookings Institution
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PMI-MANUFACTURING - ABSOLUTE LOWS PUILAETCO
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PMI Manufacturing
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World 514 506 505 505 504 498 494 493 496 498 498 503 501 503 471 473

Developed 517 503 499 502 492 489 486 487 486 487 495 491 498 49,5-
Eurozone 50.5 493 475 479 417 47.6. 47.0_ 479 49,2-
France 512 508 497 512 515 497 500 506 519 497 511 50.1 507 517 504 51.1 49.8-
ltaly 51.5 501 49.2 477 474 491 497 484 485 487 478 417 47.6. 489 48.7-
Spain 511 . 499 509 518 501 479 482 488 47.7. 475 414 485 50.4-
UK . 52. 1- 494 480 480 474 483 496 489 475 500 517 478

uS _ 50.5 506 504 503 51.1 51,3- 519 507 485

Japan 522 503 489 492 502 498 493 494 493 489 484 489 484 488

Emergng | 518 51.9 513 513 511 512 510 508 503 505 507 502 494 505 510 505 504 499 501 504 510 510 511 510 510. 49.0

China 515 516 510 511 511 510 508 506 500 50.1 502 497 483 499 508 502 502 494 499 504 514 517 518 515“

India . 521 51.0 516 51.2- 517 522 - 51.8. 52.1. 514 514 506 51.2.
Russia 521 502 506 513 498 495 481 489 500 513 51.7 509 50.1. 51.8 498 486 493 49.1. 47.2. 475 479 482 415

» The manufacturing sector is recovering but remains deep in the red
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PMI-SERVICES — ABSOLUTE LOWS PUILAETCO

A QUINTET PRIVATE BANK

PMI Services
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» The services sector is recovering but remains deep in the red
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SURPRISE INDEX — THE ROAD TO RECOVERY IS PUILAETC O
UNDERWAY BUT CAN TAKE A LONG TIME A GUINTET PRIVATE BANK

Citi Economic Surprise - United States Citi Economic Surprise Index - Eurozone
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POLICY RATES 2006-2020 PUILAETCO

Policy Rates, 2006-20

Percent

6 = Federal Reserve (target)

== — Federal Reserve (upper limit)
] — Federal Reserve (lower limit)
=== European Central Bank

-=-- Bank of England

----- Bank of Japan

2012 2014 2016 2018 2020

MOTE: Data are from January 2006 to April 10, 2020. The key policy rates for the BOE, Fed, ECE, and BOJ are, respectively,
the official Bank Rate, the federal funds target rate, the main refinancing operations rate, and the uncollateralized overnight
call rate. Starting in December 2008, the Fed began targeting a federal funds range rather than a target rate. Between April
2013 and January 2016, the BOJ did not set a target for the uncollateralized overnight call rate. Starting in February 2016,
the BOJ resumed targeting a short-term interast rate, for which we report the BOJ's basic balance rate, which is part of a
tiered system of interest rates.
\SUUHEE: Bank of England, Bank of Japan, European Central B;EIR. and Federal Reserve. A
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A WORLD OF DEBT

PUILAETCO

A QUINTET PRIVATE BANK

b [ ] ] " A /1
AND MORE DEBT

One result of cheap money are new highs of global debt.

One day these debts will have to be repaid 2

who will pay for this?

s Debt%GDP Surplus/Deficit GDP
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NOMINAL BOND YIELDS AT 150-YEAR LOWS PUILAETCO

) A QUINTET PRIVATE BANK

Long-term nominal bond yields in Bond returns are likely to be much
DM economies lower compared with the last decade
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BLACK SWAN EVENTS PUILAETCO
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Short-term crisis, Long-term opportunity

K
5o
[
How to read this chart )
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THE IMPORTANCE OF STRONG BALANCE SHEETS PUILAETCO
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T
—G5 Strong Balance Sheet Index
—G5 Weak Balance Sheet Index

The Daily Shaot*
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Index: Relative Performance
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LOWER EARNINGS RESULTS IN LOWER DIVIDENDS
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TECHNOLOGY - ENABLING THE RECOVERY PUILAETCO
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Big Data
Education and Al
poa Cybersecurity

Technology \‘I‘lg
Semiconductors
5G :
Infrastructure “eﬂh no"ogy .

Cloud Health Tech
Computing

Data Video
Centers EEE Streaming
Quantum
Cumputing. {\ . Esports

UrbanF'-.::TrTl]Iil:‘a; . ”Q The Re . Ecommerce

Autonomous Vehicles Smart Cities

Robots &
Automation
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GOLDEN BULLS QI PUILAELSO

How Gold Performs

Gold has always been a store of
value, but there are periods
when the growth is explosive.

Since the US. gold standard was abandooed
n 1971, ooid has had two mapor buf runs. We
are currently in the middie of the third. The

GUESLON 5, vow long will It iast?

PRICE OF GOLD 1915-2020

A Nominal Returns

circutatxon gold

standard partially

1934

Han-zon
WADICAL
MONEYARY
FOLICIRS

The End of Gold-backed Money
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KEY EVENTS IN 2020
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29

June

02 : RBA - Australia
04 : ECB - Eurozone
09-10: FOMC - US
15-16: BoJ - Japan

18 : Norges Bank - Norway

July
07 : RBA - Australia

13-16 : Democratic

August
04 : RBA - Australia
6 : BoE - UK

20 : Norges Bank - Norway

September

01 : RBA - Australia
09 : Boc - Canada
nominees for US president 10 : ECB - Eurozone
16: ECB - Eurozone
21-22: BoJ - Japan
28-29 : FOMC - US

15-16: FOMC - US
16-17 : BoJ — Japan
17 : BoE - UK

October

06 : RBA - Australia
28 : BoC - Canada
28-29 : BoJ - Japan
29 : ECB - Eurozone

December

01 : RBA - Australia

09 : BoC - Canada

10 : ECB - Eurozone
15-16 : FOMC - US

17-18 : BoJ - Japan

17 : SNB - Switzerland

17 : Norges Bank - Norway

November

24 : Norges Bank — Norway
24 : SNB - Switzeland

03 : US Election

03 : RBA - Australia
04-05: FOMC - US

05 : BoE - UK

05 : Norges Bank - Norway
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DISCLAIMER \PUILAETCO
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The information contained in the attached document is for the exclusive use of clients and prospects of Puilaetco
Dewaay Private Bankers SA and should not be forwarded.

Although the information has been compiled from sources considered reliable, it is nonetheless impossible to
guarantee its exactitude or completeness. Opinions expressed may be subject to change at any time without notice,
and may differ from views set out in other documents, including research, published by Puilaetco Dewaay Private
Bankers SA. We have not taken into account the personal background, investment objectives or financial situation of
the addressee(s) and this attached document does not constitute the provision of investment, legal or tax advice. We
therefore strongly advise that clients contact their advisers before taking any investment decision based on
information in this attached document. Past performance is not a reliable indicator of future results. The value of
securities is subject to change so cannot be guaranteed. This document is not, nor should it be considered as, a sale
offer or inducement to purchase.

Possible sources are Bloomberg, WSJ, Eurostat, Reuters, Citi research, JPM Research, UBS Research, Barclays
Research, Credit Suisse Research, Meridian Macro research, Statista, Deutsche Bank research, United Nations, WHO,
YCHARTS, NY Times, S&P, Moody’s, GS Research, FT, IlIF, PEW Research, US Bureau of Labor Statistics, Gallup, World
Bank, IMF etc.

Authors: Sofie Verelst & Marc Eeckhout
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