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Cause for concern, not panic

Just as the world was looking forward to "life as
normal”, the Omicron virus variant has surfaced.
The number of new cases has prompted govern-
ments around the world to take countermeasures
again. While selected existing vaccines (e.g. Pfizer)
seem to offer some protection, a first vague time-
line for a new vaccine ready for mass production
and distribution is probably in Q2 2022. Conse-
quently, the recovery process in certain sectors,
such as airlines, casinos, hotels etc. is being de-
layed. With governments and central banks around
the world doing their part to maintain stimulus
measures, global growth should remain solidly
above trend and support companies’ profit mar-
gins (chart 1). While keeping a very close eye on
what could go wrong, investors should continue
to favour equities, riskier higher-yielding assets,
niche strategies and alternative investments.

Chart 1: Global growth above trend positive for profit margins
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United States

In the very short term, the emergence of the Omi-
cron variant in combination with supply-chain
bottlenecks is likely to have a negative impact on
economic confidence and growth. Consequently,
market consensus GDP growth was slightly revised
down to +5.5% in 2021 and +3.9% in 2022.
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Summary Points

Central banks will likely remain cautious about
tightening too quickly and global GDP growth is ex-
pected to reach 4.4% in 2022. While the new Omi-
cron variant is highly contagious and should delay
the recovery process in certain sectors, it is unlikely
to derail the global economy.

In the US the case for spending remains intact and
GDP growth is expected to reach 3.9% in 2022. The
two predominant factors investors should focus on
are the unemployment rate and inflation. As long
as long-dated inflation expectations remain well
anchored, the US Fed is not in a hurry to hike rates.

Europe faces near-term growth pressure, due to
high energy cost and countermeasures to control
the new Omicron variant. For lagging European
equities to outperform US equities and to close the
valuation gap, growth in Europe would need to
surprise on the upside.

Emerging markets suffer from negative headlines
out of China due to defaults in the property sector
and moderate stimulus measures by policy makers.
Less stimulus, slower construction activity and a
stronger US dollar should have negative implica-
tions for emerging markets in the short term.

Conclusion: While there are many factors that
might cause market jitters, the underlying global
growth picture is likely to continue. In the absence
of a sustained decline in corporate earnings and
more hawkish central banks, equities and higher-
risk credit remain at an advantage over high-qual-
ity long-duration bonds. November has shown that
investors are still “buying the dip” in equities. Fi-
nancial repression should continue and yields will
likely still be negative (inflation-adjusted) in most
bond segments.
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Despite the near-term uncertainties, the case for
spending remains intact. First, households have
accumulated USD 2.2 trillion in excess savings dur-
ing the pandemic and, second, consumer sentiment
is positive because of the “wealth effect” from
higher home prices and financial assets. In the US,
domestic consumption makes up around 70%
of GDP. This in combination with pent-up demand
and President Biden’s USD 1.2 trillion infrastructure
bill (USD 550 million in new spending) is a very
powerful combination for companies’ earnings out-
look, despite stretched equity valuations.

The two predominant factors for investors going
into 2022 are the unemployment rate and infla-
tion. At its December meeting, the US Fed ad-
justed its economic changes for next year. While
expected core inflation was revised up to 2.7%
(from 2.3%), the outlook for the unemployment
rate was brought down to 3.5% (from 3.8%).
As a consequence, the Fed’s asset purchase taper-
ing will end as early as March 2022 and the median
forecast now expects three rate hikes, starting
as early as June 2022. In respect to inflation, in-
vestors’ particular focus will be on wage
growth (building up of a wage-price spiral) and the
5-year/5-year forward inflation rate, which is an-
chored between 2.3% and 2.5% (chart 2). The key
message is that as long as long-dated inflation ex-
pectations remain within the Fed’s comfort zone,
the central bank is unlikely to hike rates before the
target unemployment rate is reached.

Chart 2: Rate hikes unlikely if inflation remains well anchored

%

1.3 t t t t t
2011 2013 2015 2017 2019 2021

US 5yr/Syr forward breakeven inflation rate 2.1%
----- US Fed inflation target range 2.3% to 2.5%

Source: Bloomberg Finance L.P., Alpinum Investment Management

Europe

The European economy faces near-term growth
pressure, due to high energy cost and counter-
measures to bring the new Omicron variant under
control. Hence, the reopening process will likely be
delayed for another few months and lag the US by
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six to nine months. For 2021 market consensus ex-
pects Eurozone GDP growth to reach +5.1%
and +4.2% in 2022. In November European
headline inflation jumped to 4.9%, while core
inflation climbed to 2.6% year-over-year. Look-
ing more closely at the numbers, the main reasons
behind the rise were the increase in energy prices,
EUR weakness and base effects. With the emer-
gence of the new Omicron variant, the European
Central Bank will likely remain dovish for the
foreseeable future.

Angela Merkel’s 16-year long reign in Germany has
come to an end and Olaf Scholz of the Social Dem-
ocrats will lead the new government. France will
hold presidential elections in April 2022. The
French economy is enjoying a bounce with GDP in
2021 expected to reach 6.7% and 4.0% in 2022. At
the same time, the unemployment rate of 7.6% has
fallen below its pre-pandemic level. If Germany and
France, the two European heavyweights, do well,
Europe’s economy should be on a sound footing.

Chart 3: European equities have been underperforming
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Looking back at almost two decades, European ver-
sus US equities have largely been a losing prop-
osition (chart 3). Earnings growth, momentum
and technical factors have all been inferior and Eu-
rope has been underperforming the US by more
than 50%. The “million-dollar question” inves-
tors are asking themselves is “when will Europe be
able to outperform US equities again”? The pan-
demic and flat yield curve still favour asset-light
and growth companies. It may still be premature
for investors to make a bold call on European equi-
ties. But the tide may change once European
growth starts to surprise on the upside, valua-
tion discounts have reached even more extremes
and there is no recession around the corner.
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China and emerging markets (EM)

The Chinese economy faces headwinds going into
2022. The new Omicron variant, defaults in the
property market and the severe shortage of
electricity in some regions have been hitting many
businesses. That said, GDP growth for 2021 is
still expected to reach 8% and 5.2% in 2022.
Evergrande, China’s 2"9-largest property devel-
oper, and Kaisa Group have officially been labelled
defaulters by Fitch, a US rating agency. Together,
the two companies account for about 15% of all
outstanding US dollar bonds sold by Chinese de-
velopers. According to the consultancy, Oxford Eco-
nomics, GDP growth could fall to 3.8% in 2022, if
China suffers a property slump as bad as the one
in 2014/15. Needless to say that policymakers will
do everything to stabilise the sector and chances
are very high that they will succeed. That said, in
the very short term investors should not expect a
pronounced rebound in Chinese equities as policy
easing has been moderate and as China favours a
gradual approach to stimulus going into 2022.

Chart 4: Emerging markets have been underperforming
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Less stimulus and slower construction activity
will have implications for markets beyond China as
demand for industrial metals, raw materials and
machinery will deteriorate. China’s demand for
copper and finished steel products accounts for just
over half of global demand. Overall, emerging mar-
kets (EM) are more exposed to China and its con-
struction sector than developed markets. Hence,
EM equities may continue to underperform in
the short term. Brazil, for example, has entered
a technical recession (two consecutive quarters of
economic shrinkage) and the economy contracted
by -0.3% in the second and -0.1% in the third
quarter. Inflation has doubled to 10% and the cen-
tral bank’s policy rate has quadrupled to 9.2% com-
pared to a year ago. Public debt has reached 80%
of GDP - a level that raises anxiety in the markets.
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Investment conclusions

While there are many factors that might cause mar-
ket jitters, the underlying picture is that robust
growth is likely to continue and central banks
will remain cautious about tightening too
quickly. Excess savings should propel consumption,
companies will need to increase capex to fulfil that
demand and the impact of fiscal stimulus is still
coming through. Inflation should remain firm. De-
cent growth and easy monetary policy remain
a positive backdrop for risk assets. At the same
time financial repression should continue and
yields will likely still be negative (inflation-ad-
justed) in most bond segments (chart 5). Hence,
equities remain at an advantage over long-du-
ration bonds. A sustained decline in stock prices
would require a sustained decline in corporate
earnings. If economic growth remains above trend,
earnings should continue to rise and default rates
for higher credit risk should remain low.

Chart 5: Nominal yield-to-worst of global bond segments
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Bonds: Global credit spreads are tight, inflation
should remain firm and the US Fed should start ta-
pering bond purchases at an advanced pace.
Hence, investors in long-duration investment grade
and sovereign bond assets are almost guaranteed
to lose money. We continue to favour European
loans, US and Scandinavian short-term high-
yield bonds and structured credit. The next tac-
tical opportunity will likely be in Asia.

Equities: November has shown that investors are
still “buying the dip”. With economic growth above
trend, equities remain an attractive asset class rel-
ative to bonds. We maintain a well-balanced
portfolio with a clear tilt toward equities in de-
veloped markets. From a tactical perspective, we
are prepared to increase our allocation to European
and emerging markets and our exposure towards
value again.
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GDP growth (%) 2019 2020 2021e 2022e Inflation (%) 2019 2020 2021e 2022e
World 2.8 -3.1 5.8 4.4 World 3.5 3.2 3.9 3.9
United States 2.3 -3.4 5.6 3.9 United States 1.8 1.2 4.7 4.4
Eurozone 1.6 -6.4 5.1 4.2 Eurozone 1.2 0.3 2.5 2.5
Germany 1.1 -4.6 2.7 4.1 Germany 1.4 0.4 3.1 2.7
France 1.8 -7.9 6.7 4.0 France 1.3 0.5 2.1 2.1
Italy 0.4 -8.9 6.3 4.3 Italy 0.7 -0.2 1.9 2.3
United Kingdom 1.7 -9.7 6.9 4.8 United Kingdom 1.8 0.9 2.5 4.0
Switzerland 1.3 -2.5 3.5 2.9 Switzerland 0.4 -0.7 0.6 0.8
Japan 0.0 -4.7 1.8 2.9 Japan 0.5 0.0 -0.2 0.7
Emerging economies 4.3 3.1 6.4 5.0 Emerging economies 3.9 3.0 3.5 4.1
Asia Ex-Japan 5.4 1.4 7.0 5.4 Asia Ex-Japan 2.6 2.6 1.3 2.6
Latin America 1.3 -6.1 7.1 1.9 Latin America 9.6 2.8 12.0 11.2
EMEA region 2.7 -2.8 5.3 3.5 EMEA region 6.0 5.1 8.1 7.9
China 6.0 2.3 8.0 5.2 China 2.9 2.5 1.0 2.2
India 6.5 4.0 -7.5 9.3 India 3.7 6.6 6.2 5.4
Brazil 1.4 -4.1 4.8 0.7 Brazil 3.7 3.2 8.3 6.0
Russia 2.0 -3.0 4.2 2.5 Russia 4.5 3.4 6.6 6.1
Central bank rates (%) 2019 2020 2021e 2022e Commodities 2019 2020 2021e 2022e
US Fed Funds 1.75 0.25 0.25 0.75 NYMEX WTI oil USD/barrel 53 48 76 69
ECB Main Refinancing 0.00 0.00 0.00 0.00 ICE Brent oil USD/barrel 58 51 79 73
China 1yr Best Lending 4.35 4.35 4.35 4.30 Iron Ore USD/metric ton 91 159 73 60
Bank of Japan Overnight -0.07 -0.03 0.00 0.00 Copper USD/metric ton 6174 7766 9501 9366
UK Base Rate 0.75 0.10 0.15 0.65 Gold USD/troy oz 1518 1899 1795 1811
Swiss 3mth CHF Libor -0.75 -0.75 -0.75 -0.75 Silver USD/troy oz 17.9 26.4 22.3 22.6
Major interest rates (%) 2019 2020 2021e 2022e Exchange rates 2019 2020 2021e 2022e
USA 3mth rate 1.9 0.2 0.2 0.7 EURUSD 1.12 1.22 1.14 1.15
USA 10yr Gov't Bonds 1.9 0.9 1.6 2.0 EURCHF 1.09 1.08 1.06 1.09
Eurozone 3mth rate -0.4 -0.5 -0.5 -0.5 USDCHF 0.97 0.89 0.93 0.95
Eurozone 10yr Gov't Bond -0.2 -0.6 -0.2 0.1 EURIPY 122.20 126.16 130.00 129.50
China 3mth rate 3.0 2.8 2.6 2.5 EURGBP 0.85 0.89 0.84 0.84
China 10yr Gov't Bond 3.1 3.1 2.9 2.9 USDIPY 108.72 103.20 114.00 115.00
UK 3mth rate 0.8 0.0 0.2 0.7 GBPUSD 1.33 1.37 1.35 1.37
UK 10y Gov't Bond 0.8 0.2 0.9 1.4 USDCNY 6.96 6.53 6.41 6.45
Swiss 3mth rate -0.7 -0.8 -0.7 -0.7 USDBRL 4.02 5.19 5.54 5.70
Swiss 10y Gov't Bond -0.5 -0.6 -0.1 0.1 USDRUB 62.49 74.03 71.19 72.29
Performance table
Performance Performance
Global equity markets Price Q4 Ytd Q4 Div.yld Global gov't bonds Yield Q4 Ytd Q4 Ytw
MSCI World (USD) 3185 7.5% 20.3% 1.8 10yr US Treasury 1.76 0.4% -3.0% n.a.
MSCI World (USD) hedged 1579 8.2% 24.6% n.a. 10yr Euro gov't bond -0.05 -0.8% -3.1% n.a.
HFRX Global Hedge Fund 1427 0.1% 3.8% n.a. 10yr German gov't bond -0.05 -0.3% -2.8% n.a.
S&P 500 4695 10.6% 27.7% 1.4 10yr Italian gov't bond 1.29 -2.0% -3.6% n.a.
Russell 1000 2600 9.4% 25.4% 1.4
Nasdaq 100 15688 11.1% 27.1% 0.7
Stoxx Europe 600 486 7.3% 21.9% 3.0 Performance
MSCI Emerging Markets 1217 -1.7% -4.4% 3.7 Global bond indices Price Q4 Ytd Q4 Ytw
Nikkei 225 28479 -2.2% 4.9% 1.9 Barclays Global Corporate IG 294 -0.5% -2.9% 2.0
China CSI 300 4822 1.5% -3.4% 2.1 Barclays US Corporate IG 3467 0.2% -0.9% 2.5
Barclays Euro Corporate IG 263 -0.7% -1.0% 0.6
Barclays Emerging Market USD 1251 -0.5% -1.6% 4.5
Forward EPS growth Barclays US Corporate HY 2444 0.7% 5.3% 4.5
Equity market valuations PE PB_ 2021e 2022e Barclays Pan-European HY 439 0.0% 4.3% 3.5
MSCI World (USD) 19.3 3.1 101% 9%
MSCI World (USD) hedged n.a. n.a. n.a. n.a.
HFRX Global Hedge Fund n.a. n.a. n.a. n.a. Performance
S&P 500 21.4 4.3 79% 10% Commodities and currencies Price Q4 Ytd Q4
Russell 1000 21.6 4.2 83% 10% Brent oil 82 -0.9% 51.5%
Nasdaqg 100 27.9 7.6 65% 14% US Energy Services 60 -6.7% 19.4%
Stoxx Europe 600 15.7 2.0 251% 7% Copper 9544 9.0% 24.3%
MSCI Emerging Markets 11.7 1.6 78% 10% Gold 1791 4.1% -3.4%
Nikkei 225 17.1 1.8 90% 9% EURUSD 1.13 -1.8% -7.5%
China CSI 300 14.3 2.0 22% 16% EURCHF 1.05 -3.8% -4.3%

Source: Bloomberg Finance L.P., Alpinum Investment Management

Note: Q4 = data as of December 31, 2021 / PE=price-earnings / PB=price-book / EPS=earnings per share / YtW=yield-to-worst
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Key Charts

Leading indicators and manufacturing Source: Bloomberg Finance L.P., Alpinum Investment Management
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Scenario Overview 6 months
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~ Base case 75%

Investment conclusions

US: ~4% GDP growth in 2022 backed by continu-
ous fiscal stimulus and still easy money, while fad-
ing. Vaccination/medication achievements serve
as dominant tools to overcome high infection rates
by summer. Personal consumption, infrastructure
spending and capital expenditures remain ele-
vated. Parts of the inflation pick up will be struc-
tural and provide some headwind.

Eurozone GDP continues to recover slightly above
4%. The EU lags the US recovery, but relative mo-
mentum is on the rise. Southern Europe is ex-
pected to see strong yoy income growth in 2022.
Continuing fiscal impulse, solidarity payments
from north to south and unprecedented ECB sup-
port remain in force and underpin the recovery.
China: GDP growth to slow from 8% to 4-5% as
various restrictive policies weigh on the economy.
Oil: Prices remain firm with a slight upward bias
as the economic recovery continues. Supply chain
constraints will fade and ease pricing pressure.

Equities: Experienced a V-shape recovery and
trade on 2022 earnings expectations. Equities
are vulnerable with forward P/E multiples >20,
but remain the “traditional” asset class of choice.
Limited upside potential at current valuations.
Monetary policy remains supportive, despite ta-
pering and expected short-term rate increases.
Cyclical stocks remain well bid. We recommend
a balanced approach in terms of equity “style”.
Interest rates: Negative stance on rate expo-
sure as upward pressure on yields remains. (US)
Duration exposure serves only as a diversifier
and tail hedge. Less effective at current levels.
Credit: Credit spreads are fairly priced and cor-
porate default rates remain low. We prefer Euro-
pean loans, selective Asian bonds and structured
credit exposure.

Commodities/FX: Relative interest advantage
favours USD; commodities keep upward trend.

Bull case 10%

Investment conclusions

US: GDP growth >+5%. Spike of virus infection
rates under control, pandemic restrictions ease
and economy transforms into “new normal”. Stim-
ulus programmes, consumer pent-up demand and
capex spending fuel an already “hot” economy.
Europe: Continuation of economic recovery in-
cluding peripherals backed by massive fiscal/mon-
etary stimulus measures (incl. recovery fund).
China/EM: Limited impact of Chinese regulatory
craze. Cyclical recovery as export markets recover
(EU/USA) and rates in developed markets remain
low. Vaccination rates gain traction.

Equities: Having already priced in a V-shaped
economic recovery, markets start to discount a
“Keynesian Golden Age” economy. In other
words, a goldilocks environment for equities and
potentially an exaggeration of equity multiples.
Interest rates: Rates rise and the yield curve
steepens. Avoid duration as inflation revives.
Credit: Corporate default rates remain below
historical averages. Credit in general and loans
in particular benefit the most.
Commodities/FX: Support for commodity
prices and precious metals. EUR accelerates and
selective emerging market FX rates recover.

Investment conclusions

@ Bear case 15%
a0

US: Recovery gets distracted to <3% in 2022 as
infections spike due to new variants of the virus.
Social distancing measures will be partly re-intro-
duced and further local/regional lockdowns are re-
quired. Unemployment rates don't fall further.

Europe: Peripheral countries recover only slowly
and a renewed fallout of international tourism
takes its toll. Investors lose faith and Italian long-
term yields rise. Germany’s recovery gets mean-
ingfully interrupted (EU confidence crisis 2.0).

China/EM: Chinese regulators push too hard at
once, what leads to <4% growth in 2022 and de-
teriorating exports. Emerging markets disappoint
as global trade is held back. Currencies depreciate.

Equities: Equities fall without making new lows
(mid-cycle correction). Highly priced US equities
will lead the correction, followed by Europe.
Interest rates: Rates will go lower, but limited
potential besides USD rates. Support for high
quality assets (US Treasuries, A and AA corpo-
rate bonds or agency bonds). Cash is king!
Credit: Corporate default rates will climb again.
No severe default cycle thanks to unprecedented
monetary support and fiscal spending. Favour
short dated high quality bonds.
Commodities/FX: Negative for commodity
prices. The USD, CHF and JPY act as a safe haven
again.

Tail risks

Equity (IT) bubble bursting, liquidity shock.
An Italian sovereign debt crisis, Euro break up.
Military conflict in the South China Sea or Ukraine.

Vaccines lose their efficacy/new virus variants.
Stagflation (reversion of disinflationary era).
Emerging market meltdown similar to 1998.
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Asset Class Assessment
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Equities

Comment

We keep our slightly positive bias towards equities
as they benefit from above trend GDP growth
rates. While inflation is a threat, corporate reve-
nues increase as well and profit margins remain
firm. In addition, equities get natural support due
to a scarcity of investment alternatives.

Equity multiples can stay at elevated levels as in-
vestors look through short-term disruptions and
pay less attention to distorted earnings reports.
Our focus is on 2022/23 earnings and a multiple of
18-20 times can be justified.

We believe in the co-existence of “cyclicals” and
structural innovation winners (i.e. big tech). Oper-
ating leverage will be a boost for cyclical sectors.
Non-US equities could start to outperform. This is
especially true if the USD stops strengthening. We
consider building up an overweight position in Eu-
rope, but await positive price momentum.

US equities incorporate advanced valuations
compared to other regions. However, the econ-
omy is also more resilient and supported by “big
tech” earnings, which provide a robust floor.
Hence, a valuation premium is justified.

With interest rates climbing, but remaining at
absolute low levels, higher equity multiples are
justified, but the air is getting thin at levels >20.
i.e. a US P/E ratio of 22 results in an earnings
yield of 4.5% and still compares well with a yield
of 1.5% for 10 year government bonds. In Eu-
rope, this comparison leads to an earnings yield
of 6.2% (P/E ratio of 16) compared to negative
government bond yields.

With new more effective medications and vac-
cines rolled-out in Q2 2022, cyclicals and export-
led stock markets, such as emerging markets,
Asia and Europe should benefit the most.

Credit/Fixed Income

Comment

Rates: The near-term outlook for interest rate du-
ration is negative. On a structural basis, duration
risk is unattractive, especially in Europe, and we
hold minimal exposures only. Instead, we consider
duration exposure as a portfolio diversifier,
whereas we favour US Treasuries.

IG: We hold minimal US investment grade bonds
and only selective European IG bonds. Selective
Asian IG bonds offer a large tactical opportunity.
High Yield: Loans and high yield bonds offer still
relative and absolute attractive yields, whereof we
prefer loans. Overall, we favour selective US short-
term non-cyclical bonds, European loans and EUR
CLOs of all risk categories.

Emerging Debt: Emerging market bonds offer a
relative value advantage, whereas we favour hard
currency bonds as spreads are still relatively wide,
especially in Asia. We currently hold only very lim-
ited selective local currency bonds.

Despite the recent change of direction of many
central banks towards tightening measures, the
large absolute level of liquidity support is still the
dominant force. The Fed’s “Average Inflation
Targeting” framework is still alive and core infla-
tion is so far well anchored at acceptable levels.
The ECB is committed to keeping rates low for
longer to support the economic recovery.

With “lower for longer”, credit spreads remain
supported on a broad basis. The general market
remains benign for credit, although, selective
credits and sectors are priced for perfection.

We like the structured credit market such as US
non-agency RMBS or European CLOs.

Consider harvesting the illiquidity premium from
direct loans (corporate/mortgage-backed loans).
We also identify attractive yield in "new” alterna-
tives, but selection and a proper liquidity man-
agement are paramount.

Alternatives

Comment

Credit long-short strategies identify plenty of rela-
tive value trades, both long and short.

Equity long-short strategies benefit from higher
volatility and increasing performance dispersion.
Alternative lending as an asset class is in the spot-
light in a low rates environment.

The current economic environment leads to ele-
vated corporate activity, which is a great hunting
ground for active managers. Moreover, “innova-
tive disruption” leads to more price dispersion
among single securities, industries etc.

Global macro managers benefit from sharp mar-
ket movements in either direction (i.e. rates/FX).

Real Assets

Comment

Gold suffers when real interest rates rise and vice
versa. Hence, it is a complex situation for gold at
the moment, while rising inflation and a halt of the
USD strength are supportive for gold.
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The cyclical recovery is beneficial for commodity
prices. Moreover, a weaker USD is beneficial for
the whole commaodity FX bloc. Gold suffers when
(real) rates increase.

Alpinum Investment Management AG



ALPINUM INVESTMENT MANAGEMENT

Asset Class Conviction Levels

Conviction Level over 6 Months

Equities Underweight — Neutral —) Overweight

North America O [l L] L]

Europe O ] [l ]

Switzerland O ] ] L]

China O ] ] L]

Japan O ] ] L]

Asia - Emerging Markets ] Ol ] Il

Others - Emerging Markets ] Il ] Il
Conviction Level over 6 Months

Fixed Income Underweight P R— Neutral — Overweight

US - Treasury Bonds O ] ] O

Euro - Government Bonds O O ]

US - Investment Grade Bonds ] ] ] ]

Europe - Investment Grade Bonds ] ] ] ]

US High Yield O ] O ]

US Short Term High Yield O ] O ]

US Loans ] [l L] [l

US Municipal Bonds ] ] O ]

European High Yield ] ] O ]

European Short Term High Yield ] ] O ]

European Loans ] ] [l O

US/EUR Preferred Securities O ] O ]

US/EUR Asset Backed Securities ] ] ] ]

Emerging Market Local Currency Il Il ] Il

Emerging Market Hard Currency Il Il ] Ol

Emerging Market High Yield ] ] [l ]
Conviction Level over 6 Months

Commodities Underweight C—— Neutral — Overweight

Gold ] L] «— [J L]

Qil (Brent) Il ] n O]
Conviction Level over 6 Months

Hedge Fund: Strategies Underweight D Neutral — Overweight

Equity Long-Short ] ] [l O

Credit Long-Short O ] ] ]

Event-Driven - Corporate Actions O O ] ]

Global Macro Il Ol Ol ]

Conviction Level over 6 Months

Hedge Fund: Regional Focus Underweight G—— Neutral — Overweight
Hedge Fund: North America U U ] L]
Hedge Fund: Europe ] ] ] [l
Hedge Fund: China / Japan O ] ] [l
Hedge Fund: Emerging-Markets ] ] ] O]

Note: The above conviction table reflects on the one hand our view of the relative expected return of an asset class versus well-recognized
benchmarks such as BarCap Global aggregate (for bonds) and MSCI World (equities), but does on the other hand also partly incorporate our
view of the absolute expected return versus “cash”.
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TURNKEY SOLUTIONS FOR WEALTH MANAGERS AND FUND MANAGERS

Disclaimer

This is an advertising document. This document does not
constitute an offer to anyone, or a solicitation by anyone,
to make any investments in securities. Such offer will
only be made by means of a personal, confidential mem-
orandum. This document is for the intended recipient only
and may not be transmitted or distributed to third parties

Past performance is not a guide to future performance
and may not be repeated. You should remember that the
value of investments can go down as well as up and is
not guaranteed. The actual performance realized by any
given investor depends on, amongst other things, the
currency fluctuations, the investment strategy invested
into and the classes of interests subscribed for the period
during which such interests are held. Emerging markets
refer to the markets in countries that possess one or
more characteristics such as certain degrees of political
instability, relative unpredictability in financial markets
and economic growth patterns, a financial market that is
still at the development stage, or a weak economy. Re-
spective investments may carry enhanced risks and
should only be considered by sophisticated investors.

Nothing contained in this document constitutes financial,
legal, tax, investment or other advice, nor should any in-
vestment or any other decisions be made solely based on
this document. Although all information and opinions ex-
pressed in this document were obtained from sources be-
lieved to be reliable and in good faith, no representation
or warranty, express or implied, is made as to its accu-
racy or completeness and no liability is accepted for any
direct or indirect damages resulting from or arising out of
the use of this information. All information as well as any
prices indicated is subject to change without notice. Any
information on asset classes, asset allocations and in-
vestment instruments is only indicative. Before entering
into any transaction, investors should consider the suita-
bility of the transaction to their own individual circum-
stances and objectives. We strongly suggest that you
consult your independent advisors in relation to any legal,
tax, accounting and regulatory issues before making any
investments.
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This publication may contain information obtained from
third parties, including but not limited to rating agencies
such as Standard & Poor’s, Moody’s and Fitch. Reproduc-
tion and distribution of third-party content in any form is
prohibited except with the prior written permission of the
related third party. Alpinum Investment Management AG
and the third-party providers do not guarantee the accu-
racy, completeness, timeliness or availability of any in-
formation, including ratings, and will not be responsible
for any errors or omissions (negligent or otherwise), or
for the results obtained from the use of such content.
Third-party data are owned by the applicable third parties
and are provided for your internal use only. Such data
may not be reproduced or re-disseminated and may not
be used to create any financial instruments or products,
or any indices. Such data are provided without any war-
ranties of any kind.

If you have any enquiries concerning the document
please contact your Alpinum Investment Management AG
contact for further information. The document is not di-
rected to any person in any jurisdiction which is prohib-
ited by law to access such information. All information is
subject to copyright with all rights reserved. Any commu-
nication with Alpinum Investment Management AG may
be recorded.

Alpinum Investment Management AG is incorporated in
Switzerland and is FINMA licensed and regulated.

Contact Information:

Alpinum Investment Management AG
Talstrasse 82

CH-8001 Zurich

Tel: +41 43888 79 33

Fax: +41 43 888 79 31

alpinumim.com
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