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Solid macro indicators and strong Q4 data in the US and China

“ The strong Q4 macro data from China was followed by the positive indicators RO R P e D (e

from the US. In Q4 US GDP grew by 4% and the economy decreased by 2.5% (%) = Accommodation and food services
in 2020. This data was derived from the macro indicators and came as no —ll;tasn?rﬁg?ttai?r?rr?enndt 2fdrar%ireation
surprise. However, we remember that in Q2 and Q3 2020 the IMF, the World ——Leisure & transport

Bank and the consensus estimates of economists where very bleak and might 15

have surprised some of the forecasters as a result.
“ It is not unusual for economists to be late with revising data up or down, and
normally, on average, the resilience of the economy is underestimated.
“ The production industry was able to adapt fast and to hold up production due 10
to new COVID-19 regulations. Meanwhile, the service industry was hit harder,
especially in areas like tourism, leisure and entertainment where we have
seen a complete standstill. But it represents only around 7-15% of total GDP. 5
Therefore, its impact on the whole economy is limited, and the data in China
and the US confirms that in Q4 2020.

< The core theme for 2021 is the reopening of the economy. We can see that -
the latest PMI data show slightly lower figures across the globe, but we 0 —- - . - .
continue to stay in the growth area. Germany Spain France Italy UK us

Source: Fitch Ratings, OECD, EC, BEA

Positive Asian growth outlook based on the latest strong PMI data releases

< The official PMI was almost unchanged in China, while the private data, which
covers the small and mid-sized businesses (SME), was down from 53 to 51.5.

=N /\ Y ss This is still in the growth area, which starts at 50.
\3%}&“@%__\_\/% %\/ J\ H “ In the US the ISM PMI data was weaker but stayed in the acceleration area
N 0 with 58.7. One reason for that is the hope for more fiscal stimulus. It looks like
W% - <7\\ / I the new president and the republicans in the senate have agreed that the
/ a5 pending package will be bigger than expected by market participants, but

L also lower than the announced USD 1.9 trillion.
0 “» Meanwhile in Europe the PMI data was lower due to actual lockdowns, and
// I apart from Spain all countries stayed in the growth area. This basically means
\ 35 that after the end of the double dip recession the expectation is that in Q2
o / I and especially Q3 the Eurozone will show a fast and strong recovery.
| M Markit/CIPS UK Manufacturing PMI NsA 522 o < The strongest PMI data were seen in Asia with India, South Korea, Taiwan and
e e e V I Australia leading the pack. Together with the good data from China we can
[ Markit India Manufacturing PMI SA 57.7 »s expect strong growth in Asia, which should have a positive impact on
Har Jun Sep Dec Mar Jun Sep Dec Mar Jn Sep Dec financial markets.
2018 | _ 2019 | _ 2020 | 2021 2
SZPUI Index (Switzerland procure.ch PHMI) PMI Asia Monthly 28FEB2018-31JAN2021  Copyright® 2021 Bloomberg Finance L.P. 03-Feb-2021 11:09:48

Source: Bloomberg, Blackfort Analytics
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Currencies, Commodities, Equity & Bond Indices

Bonds Feb-21 YTD 2021 GameStop and the madness of the crowds

Bloomberg Barclays Global-Aggregate TR 0.14% -0.02% | | | | | | | | | | o | | | | | | | |

Bloomberg Barclays Euro Aggregate Corporate TR 0.02% -0.10% } } : : : : : } } } : : : } } : : : : =00

Bloomberg Barclays Pan-European High Yield TR 0.36% 0.94% I I | | | | | I I I | | | I I | | | 10

Bloomberg Barclays US Corporate High Yield TR 0.26% 0.59% } ;T- Lpst Price | | 9031 } } } : : : } } I||| i | : :

Bloomberg Barclays Asia USD High Yield TR 0.27% 0.38% L e on O b L |.I !|'|! LY ! 200

Bloomberg Barclays Global High Yield TR 0.36% 0.94% | | {*—-ﬂverasq | | 92.0931 | I I | | | I I " || i||| Il |||||I||..||

JPM Emerging Market Global Bond 0.10% -1.03% Il G )RR R WY FESOOR SOOH SO SO S ! L. 200
I R T N T N R A R A N R L M S

e e et e

NASDAQ 100 Stock Index 4.11% 4.44% I I ! I | ! [ R— R N b7 I I | I I I 422.96%

S&P 500 INDEX 3.02% 1.97% 1 B A N B 0

MSCI World Index 260%  16% T

MSCI Emerging Markets Index 3.89% 6.95% Y T T N ig:

EURO STOXX 50 Price EUR 3.60% 1.69% O T W wﬂhm." llbs b s ||||||||‘|;||ﬂh4,P1\ JI W " s6:m]

SMI 2.11% 1.03% 05 06 07 08 11 12 13 12 15 19 20 21 22 25 26 27 28 29|01 02

DAX 3.35% 1.20% GME US Equity (GameStop Corp) 20 Days 30 Minutizn 20 CopyrightZ 2021 Bloomberg Finance L.P. Feb 205;—Feb—2021 11:36:59

FTSE 100 1.64% 0.84%

Hong Kong Hang Seng Index 3.62% 7.62%

shanghai shenzhen CSI 300 A-Shares 2.49% >.26% < Reddit with its subforum r/wallstreetbets and Robinhood.com felt the spirit of

Nikkei 225 3.55% 4.39% occupying Wall street and pushed the price of GameStop up from USD 17 USD to

UsD 483.. The sharp decling to USD 90 was arognd the corner. As a result, hedge

old 1.22% 3.19% fund which was short selling the stock. came into trouble and was rescued by

Copper 0.61% 0.16% other hedge funds. At least that's the official story. .

Wl 2.26% 12.86% < Rumors are that some other hedge funds went long before the Reddit forum was

BRENT 1.97% 10.93% infiltered with the news about GameStop. It might be the case, but we will never

Bloomberg Comodity Index 0.08% 4.46% find out. What we can say is that the last holders of the stock, i. e. retail investors

will pay the price. The stock dropped in two days from USD 400 to USD 90 and it

Currencies Feb-21 YTD 2021 probably will go further down.

EURCHF -0.07% -0.01% < Meanwhile the “wallstreetbetters” went on to speculate in silver. However, this

CHFUSD -0.22% -1.44% market is much bigger, and it takes more buying pressure to substantially move

CHFGBP -0.10% -1.26% the price of silver. Short-term the price went up from around USD 26 to USD 30,

EURUSD -0.28% -1.55% but as we speak it is back to USD 26.

EURGBP 0.17% -1.40% < We should probably learn to live with more of such market interventions from the

GBPUSD -0.12% -0.18% investment forums, but in the situation with GameStop the probability, that based

EURRUB “0.39% 1.09% on such actions retail investors will get rich, is very unlikely. On the contrary, they

USDRUB 2.15% 2.17%

might learn expensive lessons as a group.

Source: Bloomberg, Blackfort Analytics
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The expected equity market pullback was short-lived

Liquidity

“ CHF has weakened against EUR and USD. The Swiss National Bank has agreed
to distribute more of its market profits, which might have put some pressure on
CHF.

“ EUR has further weakened against the USD but continues to stay above 1.20.
This was rather a USD strength than EUR weakness.

“ USD has been strengthening. Historically USD is usually weak before the

inauguration but after the president is in power it gets stronger and finally

mean reverts. As a result, consensus trade is to be short, but we expect a

further weakening only in mid-term.

Equities

“ Global equity markets corrected during the last week of January, pushing most
developed market indices into the red. The selloff was mild and happened with
low volumes. Meanwhile, most markets have regained most of these losses.

< Asian markets were less affected and are outperforming US and European
markets for the year.

“ The best performing market since the beginning of December was the Russel

2000. Also, cyclical stocks (mainly small and mid caps) are outperforming their

local benchmarks globally.

Fixed Income

“ US government yields have continued to rise over the whole maturity
spectrum. However, the yield curve has further steepened, which supports our
positive outlook for the US economy.

“ The total amount of negative yielding debt has decreased from around USD 18
trillion to around USD 16.3 trillion since the beginning of the year. For all these
affected markets the total return was therefore negative.

“ On the other hand, corporate non-investment grade bonds continued to

perform well due to further spread tightening. We continue to prefer the non-

investment grade area, as the yield to maturity in IG bond benchmarks stayed
below 0.35% for USD bonds

Source: Moody's, Blackfort Analytics

S&P 500: a pullback to the 50-day average with low trading volume

i
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Alternative Investments

Gold: The price of gold is trapped in a trading range around its 200-day
average. We continue to believe that Gold will deliver protection against
expected market turbulences and would not sell it even upon
depreciation.

REITS: Both commercial and residential REITs traded in line with equity
markets and are now as a group on average up for the year. We still see
more downside protection in residential REITS.

Oil: WTI oil futures have risen further to around USD 56 USD. The main
reasons are the OPEC+ countries following the agreed production cut
and expected increase of demand during 2021 once the economies
reopen.
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We appreciate your interest.

Full scope of information is available for our clients.

Disclaimer

These Bond Recommendations (hereafter «<BR») are provided for information purposes only and for the use by the recipient.
This document was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the best of its
knowledge and belief. Although information and data contained in this document originate from sources that are deemed to
be reliable, no guarantee is offered regarding the accuracy or completeness. Therefore, BF does not accept any liability for
losses that might occur through the use of this information. The BR does not purport to contain all of the information that
may be required to evaluate all of the factors that would be relevant to a recipient considering entering into any transaction
and any recipient hereof should conduct its own investigation and analysis. In addition, the BR includes certain projections
and forward-looking statements. Such projections and forward-looking statements are subject to significant business,
economic and competitive uncertainties and contingencies, many of which are beyond the control. Accordingly, there can
be no assurance that such projections and forward-looking statements will be realised. The actual results may vary from the
anticipated results and such variations may be material. No representations or warranties are made as to the accuracy or
reasonableness of such assumptions or the projections or forward-looking statements based thereon. This document is
expressly not intended for persons who, due to their nationality or place of residence, are not permitted access to such
information under local law. It may not be reproduced either in part or in full without the written permission of BF.
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USA markets
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