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Inflation being sticky

“» The United Nations (UN) has just announced that global food prices surge to
highest levels in almost a decade. Food prices have been rising for 12 months OECD global economic outlook: 5.8% global GDP growth expected
in a row including May, which is the longest stretch in a decade. Bloomberg
comments that ‘Higher food costs can accelerate broader inflation,

complicating central banks efforts to provide more stimulus.” e e S
< Meanwhile the latest China producer price index surged to 4.4% reflecting the g s by °"”2‘; G i "‘W:':;‘"s“"‘ "2”0::"”‘"‘:':22
rise in cqmmoopty prices apd higher energy prices. WhlLe the energy part can & word TR LT B o T e e
be explained with a statistic base effect, the strong impact of higher industrial
input factors can't. For instance, we expect that copper will continue to rise as @ Australia 25t 51t 344t 2 Argentina 991t 61t 18}
well as iron ore due to the global growth acceleration and the expected green ¢) Canada o i L © Brazil 41t 37t 25t
revolution . Euro area 6.7 1 43 ¢t 44 1 ‘ China 23 t 85 t 58 1
5 ; L ) ) ) ) ) ® Germany 51t 33t 44t & India* 77t 99t 82t
“» Despite the rise in PPI (see figure below, orange line), producers' profit margins () France 82+t 58— 40t A |ndonesia I S
are declining. If we exclude food and energy products (volatile components) () ttaty -89~ 45~ 44t () Mexico 82t 50t 32~
from the consumer price index (CPI, black line), then we will observe no signs < spain 08NS 9 TGO WiRassla 2 ORTES.Ot: 2. B
of rising inflation ®  Japan -47 t 26t 20t . Saudi Arabia -4.1 1 28 | 38 —~
) g intt s ) , . Korea 09~ 38t 281 & South Africa 70t 38t 25—
“» Both described higher price effects will be present for next months, and we & unitedKingdom 98t 721 551 @ Turkey 18t 57t 34-
therefore expect, that just as Mrs. Yellen, the secretary of the US treasury has £ United States 35- 69t 36—

announced, inflation will be sticky and higher figures in 2022 must be
expected. The jury if this is all transitory is still out.

Source: OECD.org

“ The OECD has just released its global growth outlook. As expected, they were
B Consumer price index 8.0 forced to substantially revise their forecast to the upside. The world might now
M H Producer price index /\ N 6.0 grow 5.8% in 2021 and 4.4% next year. Both estimates are substantially higher than
’ the average growth we have seen over the last decade.
4.0 °° “ This forecast is supported by the latest global PMI data, which were released after
S this OECD economic update. However, the leading indicators are now at levels
2.0 % where we must expect them to fall in the coming months, which is somehow in
oo ©® line with the OECD forecast for the next year.
Y < Higher inflation, so far higher than anticipated growth and artificially low-kept
L oo™ central bank policy rates are the perfect definition of a financial repression, a topic
we regularly pick up. We continue to expect that the Fed will try to solve the US
-4.0 debt to GDP “problem"” by inflating and growing it away.
6.0 “ The US budget proposal of Mr. Biden to spend USD 6 trln next year would rise the

debt to GDP ratio to an estimated high level of 117%, a level where measurements

2011 2016 | 2017 to reduce it must be considered, unless financial repression does the trick.

2014 ‘2015 2018‘ 2019 ‘2020

2012 ‘2013

CNCPCRY Index (China Core CPI {excluding Food & Energy) YoY) China CRPI PPI Dail Copyright® 2021 Bloomberg Finance L.P. 03-Jun-2021 11:39:44

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

Bonds Jun-21
Bloomberg Barclays Global-Aggregate TR 0.16%
Bloomberg Barclays Euro Aggregate Corporate TR 0.21%
Bloomberg Barclays Pan-European High Yield TR 0.32%
Bloomberg Barclays US Corporate High Yield TR 0.28%
Bloomberg Barclays Asia USD High Yield TR -0.47%
Bloomberg Barclays Global High Yield TR 2.04%
JPM Emerging Market Global Bond 0.21%
Equities Jun-21
NASDAQ 100 Stock Index 0.63%
S&P 500 INDEX 0.64%
MSCI World Index 0.76%
MSCI Emerging Markets Index 0.43%
EURO STOXX 50 Price EUR 1.25%
SMI 1.79%
DAX 1.76%
FTSE 100 0.95%
Hang Seng Index -1.13%
Shanghai Shenzhen CSI 300 A-Shares -0.88%
Nikkei 225 0.55%

Commodities Jun-21 YTD 2021

Gold
Copper
WTI
BRENT

Bloomberg Comodity Index

Currencies
EURCHF
CHFUSD
CHFGBP
EURUSD
EURGBP
GBPUSD
EURRUB
USDRUB

Source: Bloomberg, Blackfort Analytics

-0.81%
-2.68%
2.81%
2.33%
0.52%

Jun-21
-0.19%
-0.24%
-0.18%
-0.43%
-0.39%
-0.06%
-1.59%
-1.01%

YTD 2021
2.04%
-0.59%
3.26%
2.53%
2.29%
0.16%
-1.62%

YTD 2021
7.20%
13.34%
12.48%
7.67%
17.22%
11.04%
14.39%
11.48%
6.90%
1.62%
6.49%

-0.72%
28.70%
43.49%
38.78%
21.25%

YTD 2021
1.16%
-1.51%
-4.77%
-0.45%
-3.80%
3.44%
-2.11%
-2.02%

Bitcoin has broken out of its negative trend channel
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After reaching its all-time high Bitcoin has corrected to USD 48'000 and then has
rebounded like the community has expected. After that Mr. Elon Mask's tweets
have caused a selloff to around USD 30'000. As of this writing bitcoin has just
broken out of its negative trend channel and tries to overcome its resistance level
around its 200-day average. Similar pictures in Ethereum and Ripple - both have
sharply sold off and might now rebound.

The rebound in Ethereum is more pronounced than in Bitcoin. Before the
correction Ethereum was on its way to replace Bitcoin as the largest crypto asset
and it seems this process continues with the stronger rebound.

The crypto community goes hand in hand with the meme stock folly. AMC, a loss-
making US cinema chain, has risen 3'000% YTD. The stock price is driven by the
Reddit's r/wallstreetbets community, which were also among others responsible
for the short squeeze in GameStop earlier this year.

The sky seems to be the limit. Or as the community says, “to the moon". However,
we would argue that Newton's law of gravitation should be applied in the long run.
But short-term it is quite likely that Bitcoin, Ethereum and others will rise strongly
from their current levels, driven by its community. 3
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Weaker job report pushes US yields and USD down

Oil surge is not adding to inflation worries
Liquidity

WTI at 2018 high, but 10-year yield, breakeven rate down from their 2021 highs

“ CHF has gained value against the USD after the US job report was released, 80

which was better than one month ago but still weaker than expected. This ) s ) P -

gives the Fed more time to wait to start any tapering. 604 : /"\r‘u A } ’_/J‘MBOO
“ Alike, EUR has gained against the USD after the job report and stayed range pu M!

bound against the CHF. 404 o~y e
% The USD measured by the DXY index stayed in a narrow trading range (89.6- - /V"

90.5) and trades now at the same level as 3 weeks ago. 204 \{""M,\\,. i 2.00
Equities o4 VA A =
“ The sector rotation is ongoing. The Russel 2000 kept outpacing the Nasdaq 204 Last Price 1.00

100 over the last 4 weeks. But once on Friday the job data released US treasury HUS Breakeven 10 Year (R1) 2.4223 WW

yields fell, and the Nasdaq and global tech outpaced cyclicals and value 40 :52”;;;&%&&%“;:9 (&1)) S 0.50

stocks. Overall, both areas have performed well. ;
< Forward looking we believe that global semiconductor producers will 2018 | 2019 2020 \ 2021

outperform the broad market. The Shortage of microchips pushes prices up USGGBEL) Index (US Breakeven 10 Year) BCOm, CL1, 10YR Daily 010CT2018-07JUN2021 Copyrightt 2021 Bloomberg Finiance LP. 07-3un-2021 11:43:07

and supply is built up.

“ The latest PMI data for emerging markets is still weaker than in developed
countries. If these countries get access to vaccine later in 2021 and in 2022, we
expect a similar reopening effect like we see it right now in Europe. A weaker
USD is on top supporting the economic rebound.

Alternative Investments

% Gold: The gold price has overpassed the 1'900 level and is now in a
consolidation phase. Mrs. Yellen was reckoning about higher US yields

Fixed Income which added pressure on the price at the G7 meeting.

“ lIron Ore: After the release of China's import statistic and its latest

“ US 10-year government bond yields were range bound and kept below 1.6% industrial production report Iron ore rose almost 20% in less than two
after the US job data. Breakeven rate have come off its recent recached highs weeks. Like in many other industrial input products the surge in demand
although published PPI and CPI data or commaodity prices like WTI or lumber for iron ore is overpassing the global supply capacity.
keep rising. We believe that TIPS are overvalued, and the price correction was ] ]
overdue. <+ WTI and Brent futures are both trading around USD 70. The recent rise

< Meanwhile US high yields continue to trade higher. Spreads have slightly was driven by stronger economic data and the OPEC+ announcement to
compressed further, and vyields kept going down. The market is priced for limit global supply.

perfection, but due the expected strong economic recovery we do not expect
any significant spread widening over the coming months.

Source: Bloomberg, Blackfort Analytics
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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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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
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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
Price D 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 fry. The
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and forward-looking statements. Such projections and forward-looking statements are subject to significant business, gotiate
economic and competitive uncertainties and contingencies, many of which are beyond the control. Accordingly, there can fic axo
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be no assurance that such projections and forward-looking statements will be realised. The actual results may vary from the
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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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This Bi-Weekly (hereafter «<BW») is provided for information purposes only. This document was produced by Blackfort Capital AG (hereafter
«BF>») with the greatest 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 using this information. BW does not purport to contain all the information that may be
required to evaluate all the factors that would be relevant for entering into any transaction and anyone hereof should conduct their own
investigation and analysis. In addition, the BW 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 actualized. The
real 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 to access such information under
local law. It may not be reproduced either in part or in full without the written permission of BF.

© Blackfort Capital AG. All Rights reserved.

°BLACKFORT 19



