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Kazakhstan and Uzbekistan - two emerging neighbors

< Kazakhstan: In July 2018 the Astana International Financial Center (AIFC) GDP development of Kazakhstan and Uzbekistan

opened with the goal to become a hub for financial services in Central Asia. In 0%
2019 Blackfort Capital was the first foreign asset manager who received a local
license, opening its local presence. 8.0%
< The country is on a solid growth path of around 4%. Recently the government
has issued international bonds in US dollars. It is important to notice that it
happened without increasing the debt to GDP ratio, which stayed at 21%. 6.0%
< Its neighbor Uzbekistan has opened up to international investors as well. With
an expected GDP growth of above 5% for 2020 and a constant debt to GDP ratio
of around 25% we consider both countries and its companies as interesting 4.0% 3.9%
additional places to deploy money.
< Recently Moody's has reaffirmed the Baa3 rating for Kazakhstan and changed
the outlook to positive. The key drivers are: low government debt level, 20%
relatively high growth rate and political stability. The county is exposed to oil
price shocks and has a relatively weak banking sector, while the institutional

7.0%

5.5%

5.0%

3.0%

1.0%

regulation is improving. The fiscal situation is strong due to a robust growth and 0.0%
prudent budget policy, which is reflected in good credit metrics. o o o so1e o aonse 2018 20208
e Jzbe kistan e Kazakhstan
Government Debt to GDP Ratio of Kazakhstan and Uzbekistan
30% < The rating outlook for Uzbekistan’s government bond was as well reaffirmed by
Moody’s at B1 with a stable outlook. The country has a robust growth and a
25% - young working age population. The government debt was kept at relatively low
levels and was financed at low costs. To absorb economic turbulences the
. 21% government holds a sizable amount of foreign reserves.

« Differently to its neighbor, the institutional framework of Uzbekistan is weaker
and must still be improved The main export products are gold, natural gas,
cotton and copper. Geographically favorable location in the heart of central
Asia makes the country together with its young working population an

15%

10% interesting spot for foreign investors.
“ In the US Q3 GDP was revised up to 2.1% from 1.9%. However, the main driver
5% was the build up of warehoused goods. This was negatively commented.
Nevertheless, forward looking indicators like the latest flash PMI data or the
” chip sectors outlook still point to a moderate acceleration of US growth in
2013 2014 2015 2016 2017 2018F 2019€ 2020E 2020.

w=Uzhekistan em=Kazakhstan
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On November 2, 2019, a Kazakh-Swiss round table was held L

in the capital of Kazakhstan, Nur-Sultan. President of the : RAND 55
Swiss Confederation Uli Maurer, together with senior officials

and business representatives discussed the possibilities for

further cooperation.

Our managing partner Gleb Streib successfully signed a -
memorandum on mutually beneficial cooperation with the : BT B e
Astana International Financial Center (AIFC) and the | ‘ ‘ ARy ‘
implementation of know-how investments. HIL 111 | | \\

I

| 200 AIFC participants capital

from all over the world

Blackfort Capital successfully opened a new representative
office in Nur-Sultan (formerly Astana) in July 2019. As the
200th member of Astana International Financial Center (AIFC),
Blackfort Capital was the first Swiss asset management
company to strengthen its presence in Asia by opening a
representative office in Kazakhstan. Temir Sembinov, Ph.D.
was appointed head of our new office in Nur-Sultan.

ASTANA
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Currencies, Commodities, Equity & Bond Indices

Nov 19 YTD 2019

Bloomberg Barclays Global-Aggregate TR -0.19% 9.81%
Bloomberg Barclays Euro Aggregate Corporate TR -0.16% 6.35%
T
Bloomberg Barclays Pan-European High Yield TR 0.65% 10.58% .,|||,|||' fa 3100
1
Bloomberg Barclays US Corporate High Yield TR 0.07% 11.93% ull " il
Bloomberg Barclays Asia USD High Yield TR 0.47% 12.83% ) i | (K T ey
o a0 L (T
Bloomberg Barclays Global High Yield TR 0.65% 10.58% AT fii (lir i || ik J/
1
JPM Emerging Market Global Bond -0.81% 11.71% _ o |.I'||||.I||I ||||| III||| J— H 1
_|| |||'I' i il E— I —— 2800
| [
Equities Nov 19 ¥TD 2019 |! I l"-h' ok 2700
1
NASDAQ 100 Stock Index 2.89% 33.31% ' |||| / i o
S&P 500 Index 2.58% 27.57% A I|II'I' — ot
MSCl Werld Index 2.07% 2476% | |||| lﬁiﬂe“m’;’;"’ 5/19 e 2500
MECI Emerging Markets Index -0.09% 11.30% ||| é Low on 12/26/18 239;565§ saon
EURO STOXX 50 Price EUR 2.55% 28.15% [ B SHAVG (200) on Close 292120
SMI 2.66% 25.03% = = =
DX 3 4E8% 25 77% [ RSI (14) : on Close (5PX) 72.0058J B
e — 7
FTSE 100 231% 15.46% ’M"\_ r\f'M M "
Hong Kong Hang Seng Index -0.43% 8.04% ~J
Shanghai Shenzhen CSI 300 A-Shares -1.93% 3167% 0
Mikkei 225 7 57% 19.46% Zollﬁc | Jan Feb Mar Apr May Juzr:)19 Jul Aug Sep Oct Now
SPX Index (S&P 500 Index) Daily 26NOV2018-26MNOV201% CopyrightE 2019 Bloomberg Finance L.P. 26-Nov-2019 14:54:06
Commeodities Nov 19 YTD 2019
Gold -3.41% 14.54%
Copper 0.28% 0.55% < During the recent trading sessions, S&P 500 was achieving new record highs
Wl L.o7% 25.08% almost on daily basis. Hope of a phase is that one deal keeps the market on
:IP‘ENTh Comodits Ind 'JI'E?U;; 15;"3;3:6 fire. However, we would like to stress that after the market has risen for 6
comberg Comodity Index ' ' weeks in a row, based on RSI “overbought” concept, it will sooner or later
e e S face a consolidation.
CURCHF 100% [ < In November most developed equity markets have risen 2-3%. For the whole
CHFUSD ﬂ'45% {.'85% year the picture looks even more impressive, while US and Swiss equities
CHFGEP 0.34% 1 5a% lead the pack with a return of around 30%
EURLESD 1 a5 _a03% “» Investment grade bond were slightly negative. Corporate (high yielding)
EURGEE 0E3% LLET% bonds showed a mixed picture, Form a region standpoint, European high
GBRUSD 0.83% 0.77% yields and Asian corporate bonds had a strong month.
EURRUB -0.13% -10.83%
USDRUB 1.35% -6.26%
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Flatening of the US yield curve

Liquidity The US yield curve is flattening, but the yield curve so far is not inverted

“» The Chinese RMB appreciated against the USD. It seems that the Chinese
government is willing to lose market share in the US by not further depreciating
its currency and by letting the US consumer pay higher prices on Chinese goods
sold in the US. The trade war is backfiring as the consumer (mainly US) pays the
bill and in both countries GDP growth is reduced. : : :

“» The political driven rally in GBP might come to an end as its fundamentals T T by TTTT : B ALl
continues to deteriorate, based on the latest economic surveys. P P i :

“» The USD keeps appreciating based on a slightly better economic outlook for
2020. Another key driver is the impact of the paid tariffs. Having said that,
currency strategists expect the US dollar to weaken in the event of a singed
trade deal.

......................................................

Equities
< Most developed market trade are either at a new record highs or at least at a
new 52 weeks high. Most are overbought. But hopes on a trade deal hinders the

: N g
market from falling. The S&P rose 8% since September and Dax went up even : | USGG]:,(}I*R Index - USGG3M Index 0.1653 +.3079
10%. S | M USGGI0YR Index - USGG2YR Index 0.1541 +.1113 | | 4 g9
< Some call it the Teflon market driven by the fear of missing out (FOMO). Almost o : 1 o o EEE o
on a daily basis we get new hints that the first phase of trade deal is finally 85-'89  '90-'94  '95-'99 "00-'04  05-°09  "10-714 '15-'19
USGEE10YR Index (US Generic Gowt 10 Year Yield) 10v3m recession (Quarterly OLJANL Copyrightd 2019 Bloomberg Finance L.P.

close to its announcement. In such case we might see a “sell-the-fact”
correction.

26-Nov-2019 15:20:47

. Alternative Investments
Fixed Income

“ The US yield curve has slightly flattened as can be seen in the 3-month 10-year
and 2-year 10-year US government bond yield spread. It is worth noting that
both spreads are still positive.

“ Globally, the amount of negative yield bonds has decreased from around
$ 17.5 trillion to $ 12 trillion. This is partially driven by a better growth outlook
in the Eurozone, Japan and Switzerland. The other hope is that we will see
some fiscal stimulus in Europe. In France such program was announced and in
Italy the budget deficit is expected to stay above the Maastricht criteria of 3%.
But in Germany no concrete action plan has been presented,

< Gold: The consolidation continues, since the beginning of the month gold lost
more than 3%. It is remarkable that over the last two weeks the Gold price has
been flat, while risky assets are growing further up.

< Qil: Despite negative market comments, WTI and Brent went further up. Since
the beginning of November Bret has increased by roughly 6%.

« Cooper: Dr. copper, which used to be a very good leading indicator, has risen
since the publication of the PMI data, but still trades below its September
levels.
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5o 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 u:,e by the recipient.
This document was produced by Blackfort Capital AG (I erem‘te «BF») with the greatest of care and to the best of its
knowledge and belief. Although mf@ mation and data contained in this document originate from sources H at are deemed to
be reliable, no guarantee is offered regarding the accuracy or co ﬂptetene . Therefore, BF does not accept any liability for
losses that m|:]||t occur through H e use of this information. The BR does not purport to contain all of the information tha
mg | may be required to evaluate all of the factors that would be relevant to a recipient considering entering into any transaction
and any re<:|p|emt hereof should conduct its own investigation anJ analysis. In addition, the BR includes cer rtain projections
_1 and forward-looking statements. Such FDrOjeCtIO”|S and forward-looking statements are subject to significant business,
o economic cmd 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 r ebutts may vary from the
fod anticipated results and such variations may be material. No representations or warranties are made as to the accuracy or
j 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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necessary to ride through industry downturns and challenges in Brazil's market. 7
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at such projections and forward-looking statements will be realised. The actual 'esutts may vary from the

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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