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¥hile increasing growih fears played a role, other issues aiso triggered volatility in Q5

While we baleve hal some degree of revalualion of both equidy and bond markels is juslified by a slighlly deteriorating
macreaconomic outiook, we believe the recent correction was overdone as it was also the resuft of many — but wa bajieve shorl-
farm - jssges as mentioned above, Shoddenm ssuss nclude contagion 1o asse? classes wihch would oilenvize be unafischad by
evarnls, as due to liguidity issues investors may have to sell what they can. The fact that many assel classes yeardto-date (YTD)
are 4 pegalive terpbory may alse make unysual porfolio realignmants more likely, We axpect the Q3 reporiing season (o validala
our sssumptions of & shabl, bul not major daciing o growth levels, F nol we will have to revisit our fargsts and
recommendations. We stll count on DM consumers o support growih, As his 6 mainky @ domeastic recovery story, EM ssues
could slow down, bul are not likely to stop DM growth. Remambar also that low commodity prices not only have victims, but also
beneficiaries within EM.

— Fixed Income: While pending Fed tighleming over the medium term remains a headwind and ECB QE, with dg potential
gxpansion, a taibwvind, markets are currently focusing on fundamenial issues while also being affected by technical issues
sych as offer/demand, Hguidity and pofolio adjustmenis Wilh consensos global growth forecasts frther declining, markets
are pricing risks higher as thay fear defaull risk may increase. We believe the recant selboff has howevear led to valuations
that will encourage investors o reassass the assel class, We feel most comfortable wath LS. and Eure 13 and believe that
ceraln seclors have been oveily punished for singla-borrower svants. Nonethaless, company selection ramains highly
important and it the short term high supply will fikely reduce the extent of spread tightensng. The same applies o Euro HY,
whars wa gre nearing enlty poinls. a8 supply and possible fnd outfiows ool first jead (o further price pressune. The asssl
class has already seen the biggeslt spread widening recently, mainly driven by companies related to EMs and the
matalsimining and telecomicable sectors, Valuations for betisrquality namsas now seem atiractive, while the ECB's QF
rernaing supportive. For EM hard-curmency debt, we stay cautious on both soversign and corporale debt as a Fed bike would
increase investors’ concern about such deblors’ ability to service their debt, especially in fght of the EM currency
depreciations seen this vear Poblfical dsks in coumtnes such as FRuss@m, Turkey, Mataysa and Brard slso encourage
inveslors Lo avold this asset class, as do weak commodity prices and lhe slowdown in China, We balisve some of these lears
are overdone and also do nod take full account of structural amprovements i some EMs, ieading fo favorablie risk-retum
profilas for exarmple for 103 soversign boends. Owverall wa stay caclious on the sector, which will likely sufler dispropartionatly
high from any market returmn o & "nisk-off mode.

— Equities: Equities have been under pressure for two months. As they may be more liguid than bonds, portfolio readjustments
often happen via equities and respective index futures which helps explain why finns which ame included in the major indces
oft average often suffer more than those which are not. We have afready adiuslad both our sarnings forecasts and miultiples
to the current envirenment, but we belleve thal the equity sell-off is overdone. On a 12-month horzon we see potentially
double-<gigit returns for our preferred regions. Developad markets are praferred over emarging markels,

-~ Currancies; Cutrencias from commodiy-axporting countries have probably saen the worst of their decling, incresasing “rsk-
olf” sentimeant in the makats could be banaficial to the funding curentes sure and Japanase yen

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in
repayment and koss of income and principal invested. The value of investments can fall as well as rise and you may not
recover the amount originally invested at any point in time.
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