Monthly Market Summary

November 2019

Summary: ‘Risk on’ prevails as outlook improves

‘Risk on’ prevailed in November as global equities rallied, +2.8% (in local currency),
while global government bonds were weaker, -1.1% (unhedged in USD):

> Global growth appears to be stabilising;
» ‘Phase one’ US-China trade deal optimism pushes S&P 500 to new highs;

» Germany avoids a technical recession in Q3

Optimism over a ‘phase one’ US-China trade deal and improving economic growth
pushed the S&P 500 index to new highs, as volatility remained subdued. Corporate
activity appeared buoyant with KKR’s pending buyout of Boots Alliance Walgreens,
potentially the largest LBO ever. Movements across fixed income were fairly muted,
with some modest tightening of credit spreads, while oil advanced in the month
(Brent +4%) ahead of OPEC discussions next week on production cuts. USD and
GBP held firm, with EUR, JPY and CHF softening, together with gold (-3.2%).

US: Impeachment, Manufacturing bottoming, Fed on hold

While a ‘phase one’ US-China trade deal is yet to be concluded, President Trump’s
impeachment inquiry has gathered pace. Following a month of testimonies to the
House Intelligence Committee, the Democrat-controlled House is paving the way for
the drafting of impeachment charges and the crucial vote. Manufacturing surveys
offered a mixed picture of US industry, with the ISM in contractionary territory for the
4™ consecutive month (in contrast to the improving Markit manufacturing PMI).
Other data, including the non-manufacturing ISM, point to respectable growth.
Minutes from the October FOMC meeting reiterated the Fed’s ‘dovish pause’;
meanwhile, the Fed continues its purchase of treasury bills at rate of $60bn per
month in an effort to boost short—term money market liquidity. Corporate earnings
surprised positively, with third quarter results delivering only a modest fall in profits.

Europe: Germany avoids recession, Lagarde’s ECB, UK election

Germany narrowly avoided a technical recession after expanding modestly in the third
quarter (+0.4% SAAR). Eurozone inflation increased in October (+1% y/y) but remains
below the ECB’s target - a more sustained increase may be unlikely given subdued
growth and business confidence. The ECB’s remit may be expanding, given
Lagarde’s prioritisation of climate change initiatives alongside inflation and financial
stability. On the geopolitical front, the second Spanish election of 2019 left the
government weakened as tensions with Catalonia grew. In the UK, December’s
election looms, and polls currently suggest the Conservative party is on course to win
a majority. But given the volatile and misleading polling data during 2017’s campaign,
the outcome remains uncertain.

RoW: China’s slowdown, Japan’s tax hike, Protests broaden

Weak industrial output suggests the Chinese economy is still facing headwinds to
growth. Consumer spending however still appears resilient, despite inflation rising to
its highest level in almost 8 years (3.8% yly), driven mostly by food prices - notably
the doubling in pig prices (y/y) following the outbreak of African Swine fever.
Japan'’s third quarter GDP slumped to a one year low (+0.4% SAAR), as softer
global demand knocked exports and private consumption proved to be weaker than
expected. October’s consumption tax hike (from 8% to 10%) is likely to weigh on
consumer spending in the quarters ahead. Protests in Hong Kong - now entering its
9" month - pushed the economy into recession in Q3. Meanwhile, civil unrest in
Latin America appears to be broadening, with Colombia joining the wave of protests
across Chile, Bolivia and Venezuela - albeit for different reasons.
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Currencies (trade-weighted, nominal)

US Dollar 0.8% -0.3%
Euro -0.6% -3.1%
Yen -1.1% 2.1%
Pound Sterling 0.9% 2.2%
Swiss Franc -0.8% -0.8%
Chinese Yuan 1.2% 2.9%
Other Level
VIX 12.6 -4.5% -30.2%
Brent ($/b) 62.4 3.7% 6.3%
Gold ($/0z) 1,464 -3.2% 19.9%
Sources: Bloomberg, Rothschild & Co
Manufacturing PMI “heatmap”

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov
us 55 53 52 53 51 51 50 50 51 51 52
UK 53 52 55 53 49 48 48 47 48 50 49
Eurozone 51 49 48 48 48 48 47 47 46 46 47
France 51 52 50 50 51 52 50 51 50 51 52
Germany 50 48 44 44 44 45 43 44 42 4 44
Australia 54 53 52 51 51 52 52 51 50 50 50
Japan 50 49 49 50 50 49 49 49 49 48 49
China 48 50 51 50 50 49 50 50 51 52 52

Sources: Bloomberg, Rothschild & Co
Manufacturing PMIs are economic indicators derived from
monthly surveys of companies (>50= expansionary).



Important information

This document is strictly confidential and produced by Rothschild & Co for information purposes only and for the sole use of the recipient. Save as specifically agreed in writing by Rothschild & Co, this
document must not be copied, reproduced, distributed or passed, in whole or part, to any other person. This document does not constitute a personal recommendation or an offer or invitation to buy or sell
securities or any other banking or investment product. Nothing in this document constitutes legal, accounting or tax advice.

The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original investment. Past performance should not be taken as a guide to future
performance. Investing for return involves the acceptance of risk: performance aspirations are not and cannot be guaranteed. Should you change your outlook concerning your investment objectives and / or
your risk and return tolerance(s), please contact your client adviser. Where an investment involves exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, and the
income from it, to go up or down. Income may be produced at the expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning returns are derived from both capital
appreciation or depreciation as reflected in the prices of your portfolio’s investments and from income received from them by way of dividends and coupons. Holdings in example or real discretionary portfolios
shown herein are detailed for illustrative purposes only and are subject to change without notice. As with the rest of this document, they must not be considered as a solicitation or recommendation for separate
investment. Although the information and data herein are obtained from sources believed to be reliable, no representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no
responsibility or liability is or will be accepted by Rothschild & Co as to or in relation to the fairness, accuracy or completeness of this document or the information forming the basis of this document or for any
reliance placed on this document by any person whatsoever. In particular, no representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or
forecasts contained in this document. Furthermore, all opinions and data used in this document are subject to change without prior notice.

This document is distributed in the UK by Rothschild & Co Wealth Management UK Limited. Law or other regulation may restrict the distribution of this document in certain jurisdictions. Accordingly, recipients
of this document should inform themselves about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither this document nor any copy thereof may be sent to or taken
into the United States or distributed in the United States or to a US person. References in this document to Rothschild or Rothschild & Co are to any of the various companies in the Rothschilds Continuation
Holdings AG Group operating / trading under the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of the Rothschild & Co companies outside the UK, nor companies
within the Rothschild Trust Group are authorised under the UK Financial Services and Markets Act 2000 and accordingly, in the event that services are provided by any of these companies, the protections
provided by the UK regulatory system for private customers will not apply, nor will compensation be available under the UK Financial Services Compensation Scheme. If you have any questions on this
document, your portfolio or any elements of our services, please contact your client adviser.

The Rothschild & Co Group includes the following wealth management and trust businesses (amongst others): Rothschild & Co Wealth Management UK Limited. Registered in England No 4416252.
Registered office: New Court, St Swithin’s Lane, London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority. Rothschild & Co Bank International Limited. Registered Office: St Julian’s
Court, St Julian’s Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co
Bank AG. Registered Office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by Eidgendssischen Finanzmarktaufsicht FINMA.
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