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Equities: Renewed tensions between the US and China continue to impact global equities. This morning,
declines were led by Paris’s CAC 40, down -3.1%, followed by the DAX (-2.9%), STOXX 600 (-2.8%) and
FTSE 100 (-0.5%). Due to a public holiday in continental Europe, markets missed out on a Friday sell-off.

VIX: In line with the above, the “investor fear gauge”, the VIX volatility index increased by 3.6% this morning,
currently at 38.7, after closing at 34.2 on Friday. Elevated levels suggest continued near term equity market
volatility.

Currency: Sterling has depreciated slightly to $1.24 this morning. Hedging benefits for US dollar denominated
investors into the UK are currently 0.16% per annum on a five-year basis, while the hedging benefit of US
dollar denominated investors into the Eurozone has increased to 1.11%, over the same time period.

Oil: The West Texas Intermediate (WTI) declined this morning due to continued storage and oversupply issues,
falling -8.0% to $18.20 a barrel. Brent Crude is also down -3.1% this morning, currently priced at $25.62 a
barrel. The Financial Times report that the price of oil storage has increased by 30%. This is indicative of the
storage issues the sector is facing as a result of demand and supply imbalance.

Loan loss provisions: US and European banks are expected to book over $50 billion of provisions for bad
loans in Q1 2020, the largest amount since the GFC, according to the Financial Times. In Europe, IFRS 9
requirements mean that banks have to book provisions earlier for bad loans, which take into account the full
term of the loan. In the US, new “current expected credit losses” requires lifetime loan losses to be booked as
soon as banks believe the loan will not be repaid in full. These accounting rule changes are contributing to the
enhanced provisions we are seeing, on top of the effects of COVID-19.

Lockdown: More countries across Europe are starting to gradually ease their lockdowns this week, including
Italy, Spain, Poland and Portugal. Meanwhile, in Japan, the state of emergency has been extended to the end
of May.
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The number of total confirmed cases reached 3350k on the 3 May, an
increase of 83k new cases over the day prior.
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Cumulative number of cases
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The chart presents the number of cumulative cases (left axis) and the
percentage change of new cases against the day before (right axis).

Brent crude and global commodity price index
—Crude Oil, Brent
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Brent crude monitors the level of demand for raw materials and is a measure
of economic activity. Lately also influenced by Saudi-Russia price war.
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Volatility Index
—US, S&P 500 Volatility Index (VIX)
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The CBOE VIX (colloquially known as the Investor fear gauge) is an
indication of near term S&P 500 stock price volatility based on underlying
options.

Baltic Dry Index (BDI)
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Baltic Dry Index is a measure of what it costs to ship raw materials and is
a leading indicator of global demand. A lower value means lower demand.
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The chart presents the performance of selected equity indexes since the
months prior the global financial crisis (2007).
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Currency hedging benefit p.a. based on a five year forward

1.11%

0.16%

USD to GBP USD to EUR

Source: Knight Frank, Investing.com
Approximate additional return per annum that dollar denominated
investors may obtain based on five year currency hedge.
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Fiscal measures by selected governments (YTD total , $)
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Timeline of Covid-19 containment measures and their stringency
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This chart shows the change in severity of containment measures over time, up to the latest data. Green indicates a score of zero or no restrictions, while the darkest red indicates the highest restrictions or complete bans. Where grey, no new data is
available.
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