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Monthly Market Roundup
December 2018 (covering November 2018)

Global overview

- Global equity markets breathed a sigh of relief in November to end
the month in positive territory

- Hopes of a US-China trade truce lifted global equity markets

- Volatility continued for technology stocks in the US during the month'

The combination of a less aggressive US Federal Reserve (Fed) and the easing of trade '
tensions between the US and China saw global equity markets deliver positive returns
in November.

It was a volatile month for technology stocks in the US though, led lower by Apple.
Concerns that the company had reached a ‘peak iPhone’ moment began to emerge
around the company'’s results at the start of the month. It disappointed with its outlook
for the critical holiday shopping season and stirred concerns about transparency as

it flagged its future plans to stop reporting unit sales of its devices. Concerns that the
trade tensions between the US and China could drive down global demand and disrupt
supply chains for major technology companies were also renewed, although this
pressure was later eased by the aforementioned truce towards the end of November.

The UK and eurozone equity markets continued to struggle during November. In

the UK, Brexit uncertainty continued to dominate headlines, as the UK and EU's
negotiations reached a critical point. Investor sentiment continued to be weighed down
by political noise in Europe too - the Italian budget negotiations as well as Brexit, trade
tensions and weaker oil prices. Brent crude oil reached just US$58 per barrel during
November, the lowest point in more than a year. The earnings season in Europe also
failed to inspire markets, as November witnessed more earnings misses than hits.

Emerging markets reacted positively to the surprising tone of a speech by Jay Powell,
chairman of the Fed. Powell commented that US interest rates were “just below"
neutral, a shift from previous observations. This called into question whether the Fed
would still press ahead next year with the series of interest rate increases that had
previously been forecast. Optimism of a temporary truce in the US-China trade war
ahead of the G20 meeting in Argentina provided a boost to equities in China. Hungary
and Poland led the equity rally in emerging Europe with uncertainties over the Italian
budget and Brexit having little, if any impact.

In terms of bond markets, at the start of the month US Treasury yields increased with
the 10-year US Treasury yield reaching a peak of 3.24%. This was its highest level
since 2011 and came against a backdrop of strong US employment data and the

US mid-term elections. In what was the penultimate month of the European Central
Bank's Corporate Sector Purchase Programme, European investment grade bond new
issuance increased, but was still below the average of the past 5 years, according to
reports from Barclays.
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After a bruising October, the US equity market ended November in positive territory
amid growing hopes of a trade truce between the US and China. The US equity market
was also cheered by comments from US Federal Reserve chairman Jay Powell, who
said that interest rates were “just below" estimates of neutral. Markets interpreted the
comments as a signal that the central bank is preparing to slow down its interest rate-
rising programme.

While healthcare, real estate, materials and utilities led the market, energy, technology
and consumer discretionary were the weakest sectors. Energy was weighed down by a
decline in oil prices due to concerns of a global oversupply.

It was a volatile month for technology stocks, led lower by Apple. Concerns that the
company had reached a ‘peak iPhone’ moment began to emerge around the company'’s
results at the start of the month. It disappointed with its outlook for the critical holiday
shopping season and stirred concerns about transparency as it flagged its future plans
to stop reporting unit sales of its devices. Concerns that the trade tensions between
the US and China could drive down global demand and disrupt supply chains for major
technology companies were also renewed, although this pressure was later eased by
the aforementioned truce towards the end of November. The share prices of Facebook,
Snap and Twitter also fell. Facebook dropped as its public image remained under
pressure. Snap and Twitter fell as social media shares were broadly punished.

Consumer discretionary stocks were impacted by disappointing earnings reports from
retailers as concerns intensified about the competitive onslaught from Amazon. Some
retailers had their worst month since the financial crisis.

However, October’'s consumer spending rose by more than forecast, giving the biggest
part of the economy a solid start to the quarter. Consumer spending is poised to keep
driving growth this quarter, supported by a strong employment market and lower taxes.

In corporate news, Microsoft reclaimed the title of the world’s most valuable company
after its market capitalisation closed above that of Apple at the end of November. It has
been almost two decades since Microsoft was previously in the top position. Elsewhere,
US medical devices company Boston Scientific announced that it is acquiring BTG, the
British esoteric life sciences group. And Walt Disney's US$71bn purchase of Rupert
Murdoch’'s entertainment assets has been approved by regulators in China. Disney is on
course to complete the deal in the first quarter of 2019.
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Eurozone equities continued to struggle during November, ending the month lower

as investor sentiment continued to be weighed down by political noise - Italian budget
as well as Brexit, trade tensions and weaker oil prices. The earnings season in Europe
also failed to inspire markets, as November witnessed more earnings misses than hits.
Against this backdrop, telecoms were once again the best performing sector, posting
strong positive performance. Also positive were utilities and consumer staples sectors,
while materials and consumer discretionary sectors lagged the broader market. On a
country basis, Spanish and Italian indices delivered positive returns, rebounding a little
from more pronounced October weakness, while French and German stock markets
were negative over the month.

Recent economic data for the third quarter of 2018 disappointed market expectations.
Overall GDP growth in Europe of 0.2% masked significant differences between
countries. Quarterly growth in France actually picked up, from 0.2% to 0.4%, and
growth in Spain was unchanged at a healthy 0.6%. Italy’'s economy stagnated, while the
German economy contracted. However, much of this weakness seems to have been a
result of disruption to German car production related to new emissions tests, known as
WLTP (Worldwide Harmonised Light Vehicle Test Procedure). This has caused severe
delays in new cars being certified, with production volumes collapsing. This should
bounce back, and therefore many expect reasonable levels of economic growth going
forward, albeit lower than the levels seen in the second half of 2017. Encouragingly,
European Central Bank (ECB) bank lending data released for the third quarter of 2018
indicated that the demand for loans continued, meanwhile inflation figures were slightly
lower - headline inflation was at 2% and core inflation (where often-volatile elements of
food and energy prices are removed) dipped again to 1%. Eurozone unemployment was
unchanged at 8.1%.

The Italian Government, having previously stood firm on its high-spending plans and
risking a stand-off with European Union officials, towards month-end softened their
stance. Italian media have been reporting that the deficit could be slashed from a
planned 2.4% to 2.2% of GDP - but government sources quoted by Reuters suggested
the deficit could be reduced to as low as 2%. The Italian Government has vowed to "end
poverty" and increase employment, while letting thousands of workers retire earlier.

Elsewhere during the month, oil prices suffered sharp falls with prices down over 20%,
while just at month-end a truce was agreed in the trade war between US and China.

In corporate news, Banco BPM in Italy witnessed a share price advance, as its plans

to dispose of up to €7.8bn of non-performing loans was well received by the market.
Shares in French car-maker Renault were down over the month on news that its CEO
was arrested after a breach of financial trading laws.
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UK equity markets fell during November - a consecutive month of negative performance.
The decline proved less severe than losses experienced across global markets in October,
although negative momentum persisted in to month end. Markets fell amid ongoing
geopolitical tension and an accelerated oil price decline. Brent crude oil fell to US$58
per barrel during November, the lowest value seen in more than a year.

At home Brexit uncertainty continued to dominate headlines, as the UK and EU's
negotiations reached critical stages. The strength of sterling versus the US dollar and
euro continued to act as a barometer for the perceived success of negotiations. The
value of the pound fell sharply on heightened fears of a ‘no deal’ scenario but rallied
on more constructive news flow. Mid-November the UK Government succeeded in
agreeing a withdrawal agreement with the European Union's negotiating team, which
was later ratified as acceptable by all EU nation states. Sterling's gains were short
lived however, as the Prime Minister suffered a wave of high profile resignations
from her cabinet and public calls for her to step-down from office, due to the terms of
the deal. Sterling ended the period significantly lower against both the US dollar and
euro, as market commentators looked ahead to the next stage of the Brexit process;
Parliament’s vote on the withdrawal agreement.

Economic data released during the month revealed that the UK economy grew at the
fastest rate since 2016 during the third quarter of 2018, despite continued uncertainty
around the outcome of Brexit. The Bank of England meanwhile warned that a disorderly
exit from the European Union could result in a 10.5% decline in Gross Domestic
Product, should a deal fail to be negotiated with the EU. Elsewhere UK house price
growth slowed to the lowest pace seen in five years during the third quarter of 2018.
UK car production also fell 10% during October - a fifth consecutive month of decline.
UK retailers, anticipating a boost from Black Friday, were largely disappointed, as data
showed a decline in high street footfall and online sales compared to the same trading
period in 2017.

In company news, November proved a challenging month for the UK's listed tobacco
companies. The market's confidence in the sector was dented by news that the US
Food and Drug Administration plans to pursue a ban on menthol cigarettes. The US is
the industry’s largest and most profitable market, and increased regulation would be
expected to impact sales in the country.

Elsewhere Thomas Cook released its annual results in November. The UK tour operator
announced a sharp fall in profits for the year, following lower sales and pricing
challenges in the ‘lates’ market. The decline was due in part to the long hot summer
experienced across Northern Europe, which led many would-be holiday makers to stay
at home. The company suspended its dividend and announced the resignation of the
company's Chief Financial Officer.

However, there was positive news for British healthcare company BTG, which accepted
a £3.3 billion takeover bid from US medical devices company Boston Scientific during
the month.
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Asian equity markets rebounded in November, recovering some of their recent
weakness. Market returns were supported by hopes that the US and China might agree
to cease escalating trade tensions at the G20 summit in Argentina, as well as comments
from the US Federal Reserve that suggested a slower pace of US interest rate rises.

Markets with a twin-deficit - where there are both fiscal (government spending) and
current account (trade) deficits - such as India, Indonesia and Philippines, staged a
decent recovery thanks to a currency rebound and a 20% decline in the oil price. Hong
Kong and China equity markets also did well as investors anticipated some positive
news on trade tensions. Those markets that have done relatively well year-to-date -
such as Taiwan, Malaysia and Thailand - underperformed the most, while Australia also
failed to stage a recovery as commodity prices remained under pressure.

In China, policymakers announced additional measures offering financial support for
struggling SMEs (small and medium enterprises) and private enterprises. Monthly
economic data was mixed, with slightly better than expected fixed asset investment
growth, as infrastructure investment resumed after a period of contraction, while retail
sales continued to be dragged down by auto sales. The manufacturing purchasing
managers' index (private sector activity surveys, providing a good indicator for economic
growth) slipped to 50, the level that marks the divide between expansion and contraction.

In South Korea, the central bank raised interest rates for the first time in a year, while
industrial production recovered slightly thanks to non-tech production. Taiwan's third
quarter GDP growth was revised down, with the government lowering its full year
expectations due to concerns over a slowdown in global trade.

Meanwhile, Japan'’s equity market ended the month higher, with hopes that the US and
China would reach a truce over trade relieving concerns about a slowdown in the global
economy. Banks and brokers underperformed given changes in investors' expectations
for the pace of change in US interest rates, while oil and coal product companies were
the weakest performers as the oil price slumped.

Preliminary estimates suggested that Japan's economy contracted by an annualised
1.2% in the third quarter, hit by natural disasters and a decline in exports, raising
concerns that trade tensions were starting to take their toll on overseas demand. In
terms of monthly economic data, factory output expanded in October at its fastest
pace in more than three-and-a-half years, while industrial production rebounded as
expected. Finally, the arrest of Nissan's Carlos Ghosn on suspicion of falsifying financial
reports and other corporate misconduct increased the focus on the quality of corporate
governance in Japan.
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Global emerging equity markets overcame initial weakness to finish the month in
positive territory. The advance gained momentum during the last week of November,
following less aggressive words from the US Federal Reserve (Fed) Chairman Jerome
Powell. In particular, markets took note of Powell's comments that US interest rates are
"“just below" neutral, a shift from previous observations. This ignited debate that the
end of the US interest rate hiking cycle was nearing and called into question whether
the Fed would still press ahead next year with a series of interest rate increases that
had previously been forecast. The US dollar lost ground against a basket of emerging
market currencies, with the Turkish lira and South African rand appreciating strongly.

In terms of equity performance, Asia came out on top, with gains here being led by
Indonesia and India. Optimism of a temporary truce in the US-China trade war ahead

of the G20 meeting in Argentina provided a boost to equities in China. In a positive
development, the leaders of the world's two largest economies did come to an
agreement to pause the tariff war, with the US holding off plans (for 90 days at least) to
increase duties from 10% to 25% on US$200bn worth of Chinese imports. Elsewhere,
the EMEA (Europe, Middle East and Africa) region recorded positive equity returns,
with Turkey leading the pack. By contrast, Latin America was the only region to decline
in November. From a sector perspective, real estate was the leader in emerging equity
markets, with energy being the laggard. Sentiment towards the latter was adversely
affected by the collapse in oil prices - Brent crude lost more than 20%, its worst month
since the global financial crisis.

Hungary and Poland led the equity rally in emerging Europe with uncertainties over
the Italian budget and Brexit having little, if any impact. Likewise, falling oil prices and
rising geopolitical tensions with Ukraine did not have much bearing on Russian equities,
although they did close marginally lower, with telecoms, not energy, being the weakest
sector. Fading political tensions in Turkey and better news on the inflation front
(Consumer Price Index inflation slowed last month from a 15-year high in October,
dropping to 21.6% from 25.2%) bolstered the country's equity market, especially
financials. An interest-rate hike to 1.75% from 1.5% in the Czech Republic did not derail
an upswing in local equity prices.

Interest rates were also increased in Mexico, rising to 8.0% from 7.75%. Although this
decision was expected, a statement released from the central bank left the door open
for further interest rate hikes. Sentiment towards Mexico was also hurt by concerns
over monetary policy uncertainty ahead of Andres Manuel Lopez Obrador taking office
as president of the country. Equity markets in Brazil generated disappointing returns,
with political events dominating the headlines as president-elect Bolsonaro drew up
plans to fill key cabinet posts, including that of a new finance minister.
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At the start of the month US Treasury yields increased with the 10-year US Treasury
yield reaching a peak of 3.24%. This was its highest level since 2011 and came against
a backdrop of strong US employment data and the US mid-term elections. The divided
election result reduces the likelihood of further significant fiscal stimulus. This view
helped Treasuries to rally, with further support provided by a perceived shift in tone
from the US Federal Reserve about the speed at which US interest rates will be hiked,
concerns over trade between the US and China and Brexit uncertainty. By month-end,
the yield on the 10-year Treasury had fallen back to 2.99%. Other developed market
government bonds followed this pattern of returns, selling off in the first week, before
rallying into month-end.

The sterling bond market was dominated by the Brexit negotiations. News of a
proposed deal between the UK and EU was well received by the market. However, as
opposition to the deal increased, the premium over government bonds that sterling
denominated issuers must pay to borrow (the credit spread) increased. Brexit
uncertainty was keenly felt in the UK banking sector. Credit spreads within the ICE
BofAML sterling banking index widened by 30 basis points over the month - the largest
widening of credit spreads in the sector since the referendum result in 2016.

Elsewhere in the financial sector, the Spanish Supreme Court ruled that borrowers and
not banks should pay stamp duty on new mortgages. This revised an earlier ruling with
Spanish banks rallying as a result. However, the Government subsequently changed the
law to explicitly state that banks should pay the tax and Spanish bank debt sold off.

In what was the penultimate month of the European Central Bank's Corporate Sector
Purchase Programme, European investment grade bond new issuance increased, but
was still below the average of the past 5 years according to reports from Barclays.
Following better than expected results, Volkswagen raised US$8bn in the US market
and a further €5.2bn in the euro and sterling markets. Volkswagen was forced to
price the second deal at a significant discount to its existing bonds, which in turn led to
weakness across other sectors. Also issuing in size was Japanese company, Takeda
Pharmaceutical, which raised €7.5bn in what was the second largest deal in the

euro corporate bond market so far this year. A further US$5.5bn was raised by the
company in the US bond market. The issuance is being undertaken to finance Takeda's
acquisition of biotech firm, Shire.

Investment risks
The value of investments and any income will fluctuate (this may partly be the result of
exchange rate fluctuations) and investors may not get back the full amount invested.



Government Bonds

Yield to maturity (%)

30.11.18 31.10.18 31.08.18 31.05.18 30.11.17
""" 279 2.87 2.63 243 1.78
""" 2.99 3.14 2.86 2.86 2.41
""" 3.29 3.39 3.02 3.03 2.83
""" 0.78 0.75 0.73 0.61 0.52
UKGilts 10year 136 1.44 1.43 123 1.33
"UKGilts 30 year 208 1.86 177 170 1.88
‘GermanBund 2 year 060 -0.62 -0.61 Toes -0.68
“GermanBund 10 year 031 0.39 0.33 To3s T 0.37
GermanBund 30 year o099 1.02 1.01 103 1.19
Source: Bloomberg LP, Merrill Lynch data. Data as at 30 November 2018.
Corporate Bonds Yield to maturity (%)/Spread* (bps)
30.11.18 31.10.18 31.08.18 31.05.18 30.11.17
243 225 65 214 55 203 e 184 42
221 o2 T 207 79 201 75 197 8o 193 71
296 153 278 138 268 130 262 135 251 114
355 221 329 192 315 176 302 176 2.83 149
oss 74 069 60 065 59 067 61 060 48
060 82 053 71 047 68 os2 12 T 037 56
100 119 092 104 081 o7 082 100 062 176
177 190 159 164 145 151 138 145 7105 106
497 493 4.44 424 410 378 415 380 3.47 286
Source: Bloomberg LP, Merrill Lynch data. Data as at 30 November 2018.
1 Credit spread - difference in yields offered by corporate bonds over government bonds, that have similar maturity but different credit quality.
Option Adjusted Spread (OAS) is used to account for the optionality inherent in many corporate bonds.
Global currency movements - figures to 30 November 2018
Change Over:
Current  1Month  3Months 6 Months YTD 2017 2016 2015 2014 2013 2012
value (%) (%) (%) (%) (%) (%) (%) (%) (%)
""" 113 0.0 24 32 5.7 141 32 102 120 1.9
""" 089 0.1 0.9 09 01 42 157 5.1 6.4 2.4
Euro/Swiss Franc 113 09 0.6 1933 92 16 9.5 2.0 -0.5
“Euro/Swedish Krona 1031 Toe - 2.9 00 a7 27 4.4 27 6.6 39
mEuro}Norwegian Krone 9.72 1.9 Ol 1.7 -1.3 8.4 """ -5.4 62 8.4 -5.4
Euro/DanishKrone 7.46 oo 0.1 03 02 02 0.5 0.2 0.2 0.4
Euro/Polish Zloty 429 12 03 06 27 Bl 33 -0.6 32 8.6
/Hungarian Forint 323.62 -0.3 09 12 a1 05 20 03 6.5 76
‘USDollar/Yen 113.48 os 2.2 43 o7 Sich 28 0.5 13.7 12.7
"US Dollar/Canadian Dollar 133 11 2.0 26 57 6.4 2.9 19.1 9.4 2.7
c 13.87 6.2 56 92 121 99 12 338 10.2 45
3.87 3.9 a7 39 167 18 -178 49.0 1255 9.9
1120.44 19 T 0.4 37 so0 16 27 75 4.1 82
ollar/Taiwan Dollar 30.85 03 0.6 29 40 86 1.2 3.8 6.1 4.1
"USDollar/ThaiBaht 3297 05 0.6 28 13 92 -0.5 9.5 0.6 3.1
137 10 0.0 26 26 77 2.2 6.9 49 58
078 o1 1.9 43 60 87 193 5.8 59 46
1769 6.3 Cl 47 58 14 257 26.6 3.7 9.2
073 34 7 18 33 62 81 -0.9 -10.9 8.4 ) 16
New Zealand Dollar/US Dollar 069 56 3.9 17 29 20 17 124 5.0 -0.9 6.4

Page 08 of 10
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Global equity and commodity index performance - figures to 30 November 2018

(%)

1Month 3Months 6 Months YTD 2017 2016 2015 2014 2013 2012
Global US & Canada
12 57 1.4 -0.7 231 82 03 515 247 165
1.7 27 0.3 2.6 180 132 41 4.4 275 16.4
0.7 8.4 3.1 11 285 32 35 6.6 27.2 16.6
0.7 105 77 4.7 232 133 01 2.3 32.9 18.1
4.1 54 9.7 -12.0 378 116 146 18 2.3 18.6
12 56 2.0 17 241 87 14 48 24.7 17.0
2.1 11 5.8 5.6 281 165 02 100 29.7 10.2
2.0 44 3.0 5.1 218 120 14 137 32.4 16.0
NASDAQ i o5 9.4 -1.0 72 296 89 70 148 40.1 175
“Russe i 16 116 55 1.0 146 213 44 49 38.8 16.4
'S&P/TSX Composite 14 58 3.9 37 91 211 83 106 13.0 72
Europe & Africa
i EWorId Europe ex- UK€ o5 62 45 13.0 34 109 0.2 252 17.8
‘ o8 56 5.4 109 32 88 7.4 20.5 18.1
N 72 6.6 12789 119 2.7 222 20.4
T 90 107 129 125 69 96 2.7 255 29.1
25 24 2.0 -61 11.4 48 38 8.0 30.0 1.8
0.9 49 10 -9.1 173 65 158 3.0 20.5 122
0.2 07 6.9 3.7 141 68 18 9.5 20.2 14.9
0.5 6.6 4.9 1.4 165 136 7.4 8.7 20.7 14.1
"HsBC European SmaIIerCos ex-UK 22 103 9.8 79 186 64 235 52 34.0 20.4
T2 38 13 3.7 61 559 50  -459 1.4 14.4
16 31 11 5.3 165  22.8 147 284 39 25.1
32 126 83 123 210 26 51 109 21.4 26.7
e 61 7.7 -6.0 131 168 10 1.2 20.8 123
e 53 7.2 5.4 120 191 13 0.7 187 10.0
T30 101 -101 -8.6 178 67 112 3.7 323 26.1
19 90 119 107 156 125 130 27 439 36.3
FTSE TechMARK 100 48 31 3.8 11 98 100 166 123 317 23.0
Asia Pacific & Japan
6.2 4310 8.3 413 a3 39 5.5 6.6 275
06 50 ‘164 217 66  -12.3 9.4 529 6.7 3.2
33 28 75 5.2 22138 112 9.6 3.0 23.4
0.9 106 9.1 71 150 110 104 8.1 11.9 8.9
3.3 97 135 -15.0 218 33 24 48 0.7 9.4
47 15 2.1 3.9 200 153 121 223 1.0 129
3.2 62 1.7 139 251 16 39 228 13 33.0
e 42 3.9 3.6 173 239 112191 3.6 413
52 60 3.3 7.7 298 37 35 324 10.9 27.8
4.8 19 8.4 55 296 15 169 156 15 19.8
22 93 3.7 2.7 11.8 118 26 5.6 20.2 20.3
13 31 3.6 -6.4 222 03 121103 54.4 20.9
2.0 23 0.7 18 191 04 9.1 7.1 56.7 229
“MSCI Asia Pac ex Japan (USS) 45 75 ‘109 113 37371 91 3.1 3.7 226
Latin America
22 6.0 2.9 55 242 315 308 -12.0 132 8.9
48 200 -8.0 -18.0 163 90 142 92 0.2 29.1
20 236 125 1.6 245 667 412 137 -15.8 0.3
56 81 265 -48.3 736 51 0.4 192 66.2 -37.1
MSCI Chile (US$) i 33 25 18 -15.9 436 168 168 122 -21.4 8.3
Commodities
231 250 248 138 209 516 335 -49.4 0.2 32
223 273 242 -16.0 125 448 305 -45.8 6.9 7.1
e 53 -9.4 4.6 17 o7 234 179 5.0 33
03 14 6.5 6.5 126 90 105 18 273 5.6
Baltic Dry index 7.4 220 129 9.9 421 1010 389 657 225.8 -59.8

Past performance is not a guide to future returns.
Source: Thomson Reuters Datastream, total returns in local currency unless otherwise stated.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of '
exchange rate fluctuations) and investors may not get back the full amount invested.

Important information

Where individuals or the business have expressed opinions, they are based on current
market conditions, they may differ from those of other investment professionals and
are subject to change without notice.

This document is marketing material and is not intended as a recommendation to
invest in any particular asset class, security or strategy. Regulatory requirements
that require impartiality of investment/investment strategy recommendations are
therefore not applicable nor are any prohibitions to trade before publication. The
information provided is for illustrative purposes only, it should not be relied upon as
recommendations to buy or sell securities.
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