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PRE-COVID POST-COVID

ECONOMY Low growth, low inflation Low growth, low but rising inflation

SAVINGS RATIOS Average savings ratios High precautionary savings

LABOUR Underpaid, low security, commute Minimum wage, working from home,
automation

BUSINESS Low-tax, winner takes all Zombification, National Champions

INVENTORY MANAGEMENT  “Justin time” “Justincase”

GOVERNMENT Regulation, privacy, private interest Dirigistic, priority of public interest

POLITICS Shareholder capitalism *Smart populism”, technocratic, centrist

ECONOMIC SYSTEM Populism, polarisation Stakeholder capitalism

INDUSTRIAL POLICY Selected state participation Nationalisation

FISCAL POLICY Fiscal responsibility, budget rules MMT,deficit spending;“printand spend”

TAXES 0On income, focused on households Onwealth/capital

MOMETARY POLICY Lower for longer Lower forever, "opportunistic reflation”

ECONOMIC POWER US global leadership Regional blocks, power shifts to the East

TRADE *Slowbalisation” De-globalisation, duplication supply chains

INTERNATIONAL RELATIONS Fading cooperation Confrontational, focus on national autonomy/
interest

TECH Global tech titans, linear tech adoption China-US decoupling, exponential tech
adoption

FINANCE Short-term, profit-maximising, ESG, sustainable investments

financial engineering

CIVIC LIBERTIES Extensive, protection of privacy Restricted in case of emergency

Source: Pictet Asset Management
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Source: Pictet Asset Management.
Data at 16.07.2020. See Appendix for
forecast methodology.
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Source: Pictet Asset Management.
Hedging costs are based on 5-year forward
currency returns and not applied to absolute return and
tactical asset allocation calculation.
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ENES

BEIVIAR VE—2FE (& F% %)
%= AARTZVET I—0OET
FE ] 10.1 | 10.9
EMEA(BRN « FRER - 77 U 7) | 2.9 | 10.7
HEE | 9.2 | 10.0
FREK | 9.1 | 9.9
HEET DT | 9.1 | 9.9
JOYT« TS | 8.8 | 9.6
HE | 7.0 | 7.8
24 2 | 7.0 | 7.8
1—0o@ | 6.7 I 7.4
SE:S ] 6.0 | 6.8
J0-/1\L I 48 ] 5.6
SeEE | 4.2 I a9
KE I 3.3 ] 4.0
&%
E 10 F£EE | 4.6 I 5.3
FEEEFGRBEEET) L 4.0 | 4.8
OB A —JL R ES 2.7 I 3.4
KENA A —)L B ES . 2.1 [ | 2.8
MEEEFCKFILET) | 19 | 237
HEER | 1.2 . 1.9
BHA 10 F£EE [ | 0.5 [ ] 1.2
21 A& | 0.0 [ ] 0.7
11— OB EEELE | 0.0 = 0.7
KEYEESEE | 0.3 ] 04
KENGE EEE | 0.3 ] 0.4
1—-OEEE | -0.5 1 0.2
R EH [ | -0.6 1 0.1
EE 10 FEE L -1.3 ] 0.6
KE 10 F£EE | -1.8 [ ] -1.1
R 10 FERE [ | -2.0 [ ] -1.3
—6% 0% 6% 12% 6% 0% 6% 12%

Source: Pictet Asset Management
Forecast period: 30.06.2020-30.06.2025



BERREA VT LEDFE GF. %)

% AVERAGE REAL GDP GROWTH TREND REAL GDP GROWTH AVERAGE INFLATION
2020-2025 BY 2025 2020-2025
7R 3.1 2.8 2.2
FOEE 1.9 1.6 1.5
EE 4.6 4.2 3
SR
KE 2.2 2.1 1.4
1—-0E 1.3 1.2 1.7
R 1.5 1.5 1.7
BE 0.8 0.8 0.1
RE 1.3 1.3 1.7
A1 2 1.5 1.4 0.3
HEE
FE 4.9 4.7 2.2
1VR 7.7 7.4 4.2
7IT (BRERL) 5.1 4.7 2.5
T332 4.2 2.1 3.6
REgK 3.4 2.6 3.3
av7y 2.1 2.4 4.5

Source: Pictet Asset Management
(forecast horizon 31.03.2020-31.03.2025)
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BEHAEDEFTE %)

DURATION  CURRENT FORECAST ~ ANNUALISED OUR RETURN CURRENCY  USD
(YRS) YIELD (%) YIELD ROLL** FORECAST  GAINP.A. RETURN P.A.
IN 5 YEARS’ % %
TIME*

KE 10 FEE 9.6 0.7 1 0.6 0.7% 0.0% 0.7%
K-V 10 FEE 9.6 -0.5 0.4 0.6 -1.3% 1.8% 0.4%
1-OEEE 8.6 0.3 1.1 0.5 0.2% 1.8% 2.0%
21 REE 7.6 0 0.3 0.4 0.0% 2.5% 2.5%
A7 10 FE{E 9.7 0 0 0.5 0.6% 2.4% 3.0%
RE 10 FEE 9 0.1 0.9 0.6 -0.4% 1.6% 1.2%
PE 10 FEE 8.7 2.8 2.5 0 3.4% 3.7% 7.2%
REVImEEHER 4.8 -0.7 -1 0.1 2.2% 0.0% 2.2%
REREBBEME 8.2 2.3 2.5 0.6 2.2% 0.0% 2.2%
RENA 1 —IL R ES 4.8 7 5.9 0 4.6% 0.0% 4.6%
21— OEREEERE 5.4 0.9 1.6 0.1 0.7% 1.8% 2.5%
2—OBNT 1 =)L REH 4.1 4.7 4.5 0 3.4% 1.8% 5.2%
HMRERFCRFILET) 7.8 5.5 4.8 0 4.5% 0.0% 4.5%
HRERSRMBERET) 5.4 4.5 4.7 0 4.1% 2.4% 6.7%
HEEAE 5 4.7 4.4 0 3.7% 0.0% 3.7%
HREE 8.7 0.4 0.8 0.5 0.3% 1.6% 1.9%

*

Source: Refinitiv Datastream, JP Morgan,
Barcalys, BoFA Merrill Lynch,
Pictet Asset Management. As of 30th June 2020

* Assuming a bond yield to nominal trend

GDP growth ratio of 0.2X trend nominal
growth rate in 5 years' time in the

US and the UK, 0.1x for Germany (vs.
euro zone GDP), 50 bps spread below
Germany in Switzerland, 60bps
spread above Germany for EMU (as-
suming 175 basis point BTP spread,
140bps ODE spread), and Japan bond
yield in line with BoJ target of 0%

*

Adjust roll for year 5 based on whether
we expect 10y-policy rate to be and
the relative steepness of the curve. In-
vestment grade corporate bond roll
assumes curve steepens proportionally
with government bond curve

54

US high yield bond spread fair value
based on 10-year bond yield forecast,
VIX and default rate estimated by
yield curve and real yield as well as
yield ratio vs. government bond.

US investment grade fair value spread
based on yield spread ratio vs. high
yield

Euro zone high yield bond yield spread
forecast based on fair value estimate
and spread vs. US high yield. EU invest-
ment grade yield spread forecast
based on spread vs. US investment
grade bonds and spread ratio vs. euro
zone high yield

High yield forecasts incorporate our
default rate forecasts and an assumed
ecovery rate of 40%, except for
emerging market dollar and local cur-
rency bonds, for whichwe assume

a recover rate of 50%; For emerging
market corporate bonds we assume
arecovery rate of 35%

QOur forecasts for emerging market
local currency, dollar and corporporate
bond yield spreads are based on our
fair value model.



HATIZRIRBETR 54)

% YIELD SALES MARGIN EPS 12M PE ON TREND SECTOR FORECAST PE
GROWTH* CHANGE** GRWOTH EPS ADJUSTED INDSY CHANGE
- — PLAF*ERx
KE 1.9 5.1 -0.7 4.3 21.5 19.3 18.4 19 -0.4
a1—0OR 2.9 4.5 0.6 4.5 17.8 14.3 16.9 14.3 0.0
AT2R 2.9 4.6 -0.8 3.8 19.5 20.3 21.1 20.6 0.3
HE 3.7 4.0 0.6 4.1 15.7 12.6 15.2 13.3 1.1
[ZE: 2.4 3.4 0.0 2.9 17.3 11.4 16.9 11.9 0.9
R 2.2 4.8 -0.4 4.2 20.4 17.8 18.1 17.6 -0.2
FE 1.8 7.1 -0.6 5.9 14.1 14.7 20.1 15.5 1.1
FEETST 2.2 7.0 -0.6 5.8 14.8 14.2 17.8 14.4 0.2
REIK 2.9 6.6 -0.1 6.0 16.1 14.3 20.6 13.4 -1.3
EMEA(BUN - FRER - 77 U 7) 2.5 7.1 -0.3 6.3 10.8 10.2 11.9 11.2 1.9
FEE 2.5 7.0 -0.5 5.9 14.3 13.7 18 14.1 0.5
JOYT« 7is 3.0 6.1 -0.5 5.0 11.2 11.2 0.0
' 0—/VIL(MSCI £ttt FkfEIEEk) 2.2 5.0 -0.4 4.4 19.3 17.3 17.2 -0.1
2019 4 3 BARFA 2.6 4.7 -1.5 3.4 15.2 15 14 -1.3
TOTAL RETURN
% P.A., VS UsD IN USD
LOCAL
CURRENCY
KE 5.9 0.0 5.9
a1—nOE 7.4 1.8 9.4
A1 R 7.0 2.5 9.7
RE 8.0 1.6 9.7 * Proxied by our forecast of nominal ***** For US: price-earnings (P/E) ratios on
ZEN 6.2 2.3 8.7 GDP growth (average 2021 to 2025), trend earnings per share based on
; ’ - adjusted for regional revenue our forecasts for bond yields, inflation,
SR 6.2 0.6 6.8 exposure and trend sales growth. trend growth. Regional P/E ratios to
FE 8.8 3.7 12.9 ** |BES net profit margin, based on revert to Iong-term_medlan discount
ion to mean (60% weighting in to US (in sector-adjusted terms .
FEETIT 8.2 3.4 11.9 reversion for developed markets; for emerging
caluclation), world average (20%) markets secmrimpact,is limited
R 7.6 4.1 11.9 ?r(;d trendl(?:).‘%welght) over nextf to 25%). Frontier PE = 90% of EM PE,
EMEA(BRI « FEE - 771 ) 10.7 1.7 12.6 years. nitial margin average o in line with history
current and consensus 2021
ki 8.5 3.2 12.0 *** Adjusted for dilution effects ( 0% in
J0Y7« 7B 8.1 3.2 11.5 US and Swi, 0.5% in rest of world)
2 O—/\VJL(MSCI £t Fikmiesk) 6.5 0.9 7.5 =% | ogtrend of trailing 12-month earnings
per share for the decade ending
2019 5 3 ARFR 4.7 0.8 5.6 21122019

Source: Refinitiv Datastream,
Pictet Asset Management. As of 30th June 2020
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