CH-8034 Zurich T+4144 284 24 24

FISCH >>AssetManagement Bellerive 241 | P.O. Box inffo@fam.ch | www.fam.ch

»FischView

Monthly Update — July 2020

As at 16 June 2020

Summary

— The negative consequences from the spread of Covid-19, coupled with the
now-positive pick-up in economic activity and monetary policy stimulus, have
almost balanced themselves out worldwide. Consequently, this has led to an
equilibrium of upward and downward forces in financial markets.

— We are, therefore, seeing a decline in the strength of trends and in volatility
across equity, energy and credit markets. However, a slightly positive
underlying trend persists. Nonetheless, government bonds may have already
entered a downward trend.

— A slower than previously expected recovery of the global economy is
becoming apparent. However, this negative influence on markets is
compensated for with extremely expansive monetary policy. Moreover, a
second economic shutdown is becoming increasingly unlikely. Nonetheless,
localised Covid-19 outbreaks are still to be expected, which could dampen
economic recovery and consumer confidence.

— The current balance of positive and negative forces is quite fragile and
therefore markets are susceptible to disruption. We therefore remain
neutrally positioned across all our strategies and are monitoring leading
indicators to enable us to react quickly. We pay particular attention to
potential changes in monetary policy, as the current situation in financial
markets is very much monetary-policy driven.

Highlights and key changes

— The global economy continues to recover, but at a slower pace than previously expected.
This is due to cautious and reluctant consumers, as well as obstacles that are still in place,
such as social distancing measures. In certain sectors, like car production and to some
extent luxury goods, there is evidence of pent-up demand, which is translating into brisk
sales. In other sectors, such as the aviation industry, the outlook remains extremely
subdued. By the end of the year, the maximum occupancy rate for the commercial airline
industry is only expected to reach 50%.

— No extreme regional differences are currently visible. Europe appears to have benefitted
from a stronger recovery owing to its industrial and manufacturing sectors, plus its lower
dependency on the still subdued services sector. This is where the US has a structural
disadvantage (it has a high dependency on services and a lower industrial production
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share). However, this has been more than compensated for with more expansive monetary
policy from the Fed. China and various other Asian countries meanwhile, appear to be
ahead of the US and Europe in the recovery process, but do not differ fundamentally from
the rest of the world.

At a sector level, however, there appears to be some significant differences. Here, there
are signs of slowing momentum in previously strong performing growth and technology
stocks. Meanwhile, stocks from previously troubled sectors, such as energy and consumer-
related areas, have caught up considerably.

The sustained expansionary monetary policy from central banks — especially the Fed — is
striking. Monetary stimulus was given a further boost by the Fed recently, after it
announced it would expand its corporate bond purchase programme. This step is
significant because it facilitates crisis-financing for many companies and helps improve
liquidity in the right market segments. Government bond purchases are currently less
effective. In addition, this expansion of the purchase programme is practically preventative
in nature. Credit markets have been relatively stable for some time now and have recorded
significant price gains in recent weeks. The additional push by the Fed reinforces this
movement and is not really crisis management. Apparently, the aim is to prevent a sudden
deterioration of the situation in advance by all possible means. The European Central Bank
could also therefore, expand its stimulus programmes again in the coming months if
necessary.

However, financial markets are now becoming increasingly dependent on central banks.
The negative effects associated with a slower-than-expected economic recovery are simply
compensated with newly printed money. While this is positive for the equity, credit and
commodity markets over the short term, it causes investment fundamentals and
valuations to diverge. In the medium term, this could lead to severe corrections.

Significant risks therefore remain. Central banks are determined to do everything needed
to stabilise financial markets. However, this policy will only continue until the first signs of
inflation appear. This is not yet the case, but the situation can change at any time. Interest
rates, which are starting to rise again slightly, could be harbingers of higher inflation
expectations to come.

A further risk is the diminishing effectiveness of monetary policy. The recent stagnation of
the M1 money supply in the US (see chart on the next page) is a signal that the money
pumped into the system by the Fed is no longer leading to an expansion of the money
supply, which is a very important component for financial markets. Whether this is only a
temporary phenomenon is unclear.

Increasing global public debt is not a problem in the short to medium term. In an
emergency, central banks will assist with purchases and thereby try to control the yield
curve structure. The danger of another major economic shutdown is also diminishing.
Nevertheless, the Covid-19 case numbers are likely to increase again in the foreseeable
future due to the loosening of the rules so far, therefore creating uncertainty for a long
time to come.

In this environment, we remain neutral in terms of equity and credit risk exposure and
have kept duration in our portfolios close to their respective benchmarks. We have also
continued to reallocate away from well-performing sectors (technology and growth)
toward former pandemic losers (transport, consumption and energy), with a focus on
financially solid companies. In addition, we continue with our comprehensive sector
analysis so we can identify those opportunities that would benefit from the potential near-
term availability of a Covid 19 vaccine.
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Topics on the radar

The momentum of the US M1 money supply is currently declining. M1 has historically been a
good barometer for the effectiveness of central bank policy on equity markets. The slight
decline so far is not yet alarming. However, it shows the declining sensitivity of the money
supply to the Fed’s continuing high liquidity injections. A portion of the new money created
‘disappears’ in the system. Further developments must, therefore, be closely monitored.

Chart: US money supply M1
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Please note with regards to the table of asset class preferences:

In the current fast-changing environment, we have decided not to present the usual table of
country and sector preferences. Relatively static information is of limited use as positioning
can change quickly. Our current preference has been on debtors whose credit quality is high
enough to survive a prolonged recession. We also prefer securities with good market liquidity.
However, due to improvements in the indicators we look at, we are increasingly seeking
opportunities in challenging sectors with a high recovery potential.
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Disclaimer

This presentation (“Presentation”) is provided solely for information purposes and is intended
for institutional investors only. Non-institutional investors who obtain this documentation are
please asked to discard it or return it to the sender. This Presentation is not a prospectus or
an offer or invitation to buy financial products.

This Presentation is provided for marketing reasons and is not to be seen as investment
research. This Presentation is not prepared in accordance with legal requirements designed
to promote the independence of investment research, and that it is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

HISTORICAL PERFORMANCE IS NO GUARANTEE OF FUTURE PERFORMANCE

Investments in financial products are associated with risks. It is possible to lose the entire
amount of the invested capital. In addition, financial products investing primarily in emerging
markets and/or in high yield bonds carry higher risks in general. Emerging markets bonds are
bonds from issuers with a registered office or primary activity in an emerging country (“EM”).
They are exposed to higher political, social and economic risk that can manifest itself in
restrictions on capital transactions or other constraints. This can make it impossible for the
bond issuer to pay the coupon or repay the principal. Operating and supervision conditions
may deviate from the standards prevailing in developed countries. Bonds with high yields
entail a greater risk of issuer default, and are a riskier investment than higher quality
investment grade bonds. Regarding the specific risks of an investment, please refer to the
currently valid fund documentation.

Insofar as the information contained in this Presentation comes from external sources, Fisch
Asset Management AG cannot guarantee that the information is accurate, complete and up
to date.

Statements concerning future developments and estimates are based on assumptions that
may be inaccurate, that could change or that are based on simplified models. Fisch does not
know whether its statements concerning future developments will be correct. Fisch may also
change its opinion concerning a future development. In such case, Fisch has no obligation to
inform anyone about the change in opinion.

Fisch expressly states that this Presentation is not intended for private investors and advises
institutional investors to first consult financial, legal and tax experts who are familiar with their
specific situation and understand the product.

This Presentation is especially not intended for US persons (private or institutional) as defined
by the FATCA legislation or under SEC regulations. US persons may not invest in any
investment funds managed by Fisch, and Fisch is also not permitted to manage mandates from
US persons. If Fisch learns that a US person is invested in a product it manages, it will inform
the fund management company and, if necessary, other persons and demand that the US
person sell the product.
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Fisch has outsourced the storage and archiving of company data to a specialized third-party
firm. The outsourcing is limited to the storage and archiving of data and occurs abroad. The
processing of data is done within Fisch and is not outsourced. The activity of the third-party
firm essentially consists of setting up and maintaining the corresponding servers. The
regulatory authorities and the auditing firm have been informed by Fisch about the
outsourcing, and the data protection and regulatory requirements are fulfilled.

Fisch accepts no liability for damages arising directly or indirectly as a result of this
Presentation.



