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“Do the best until you know better. Then when you know better, do better.”

Maya Angelou
1. GLOBAL ECONOMY

The global economic outlook is clearly important for us as strategic investors.

Markit Manufacturing PMI Indices
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All of the Global, Advanced Economies and Emerging Market PMI Indices have recovered well from
their low bases during the virus lockdown periods. They all have expansionary readings or more than
50 and reflect recovering economies. It seems Emerging Markets are leading in their recovery.

Bloomberg Global GDP Tracker vs GDP Growth (%)
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The Bloomberg Global GDP Tracker Index has recovered well. It has a good historic record in
forecasting global economic growth. On this basis, we can expect the global economy to also recover
with a positive trend for the foreseeable future.

Source: Bloomberg & Stonehage Fleming Investment Management Limited. October 2020. Past performance
should not be used as a guide to future performance.



2. US ECONOMY

Consumption is currently at a record ratio of 74% of the US economy (it used to be 70%). Consumer
behaviour therefore continues to be critical to assess the economic outlook.

US — Consumer Confidence Indices
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We reflect in the above chart two different, but equally highly valued Consumer Confidence Indices,
along with a Buying Comfort Index. They are all recovering well from recent lows. Further,
importantly, they are already at 2014 levels, which was well after the Financial Crisis. This is ascribed
to their current strong financial positions relative to their situation with the Financial Crisis and bodes
well for further recovery.

US — Goldman Sachs Economic Activity Indicator vs Industrial Production Growth (%)
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The above Economic Activity Indicator has recovered well, and is currently at elevated levels. It is a
good leading indicator for Industrial Production. The latter is still in the doldrums, but we can expect
it to bounce back well.

The relative performance of particular sector indices is also helpful to consider investors’ perceptions

of economic activity. The following chart is helpful in this context:
Source: Bloomberg & Stonehage Fleming Investment Management Limited. October 2020. Past performance

should not be used as a guide to future performance. l 2



S&P 500 Relative Sector Performances
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The two relative charts are good indicators of investor confidence of improving economic growth. It
is striking how strong both the relative Consumer Discretionary and Industrial sectors are already
performing. They have historically had similar performances going into new economic upswing
phases. On this basis, it seems we are in process of entering a new economic upswing.

TRADE

Data on trade activity is helpful in understanding the general economic environment.
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South Korea’s exports are a good barometer of world economic circumstances — most of their exports
are in the form of cyclical consumption. Their exports also act as a leading economic indicator.

The solid exports line in the chart reflects six month moving averages. It has dropped materially with
the virus crisis, but seems to be forming a bottoming out pattern. The latest monthly reading (the
dotted line) is growing more than seven percent. World trade is following a similar pattern and shows
some signs of recovery.

The chart on the following page reflects data of goods shipments in the US:
Source: Bloomberg & Stonehage Fleming Investment Management Limited. October 2020. Past performance,
should not be used as a guide to future performance: 3



US — Cass Freight Shipments Index vs S&P 500
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Quarterly US freight data has recovered to its average since the Financial Crisis (see the yellow arrow
in the chart), which is above the last four quarters average. On this basis, it seems therefore that the
US economy is also in process of recovering.

VOLATILITY

Stock market volatility remains at elevated levels following the Virus Crisis shocks, currently over a
half above average:
S&P 500 VIX Volatility Index and Put/Call Ratio
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Against this, the Equity Put/Call ratio remains at relatively low levels, currently about 15% below
average (the orange line in the chart). This implies that investors remain confident in the market
despite the volatility.

We apply the ratio between these two series as a technical indicator (the bottom section of the above
chart). It has historically provided strong buy signals when it approached its -2 Standard Deviation

level. It has remained at this level since the break of the Virus Crisis.
Source: Bloomberg & Stonehage Fleming Investment Management Limited. October 2020. Past performance

should not be used as a guide to future performance:



5. TECHNICAL PICTURE

We follow several technical indicators. Most of them provide a similar message:

S&P 500 vs Number of New Highs & Lows and RSI Overbought/Oversold Index
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The number of S&P 500 constituents currently at new high or new low share price levels are very
limited (middle section on the above chart). The RSl is currently at a 50 reading (lower section of the
chart). These indicators reflect a fully neutral technical picture.

This neutral picture implies the potential for the market to continue its normal performance pattern
during US election years, being a soft October with a potentially stronger year end.

Gerrit Smit

Partner - Head of Equity Management
Stonehage Fleming Investment Management Limited

ZS S;ffo/k Street T +44 20 7087 0000
SO\/\,;J )?IZIHG Email gerrit.smit@stonehagefleming.com

www.stonehagefleming.com/qgbi

Source: Bloomberg & Stonehage Fleming Investment Management Limited. October 2020. Past performance
should not be used as a guide to future performance.
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RISK DISCLOSURE

This communication has been prepared for information only and is not intended for onward
distribution. It is neither an offer to sell, nor a solicitation to buy, any investments or services. This
communication does not constitute a personal recommendation and does not take into account the
individual financial circumstances, needs or objectives of the recipients.

Any information which could be construed as investment research has not been prepared in
accordance with legal requirements designed to promote the independence of investment research.
Further it is not subject to any prohibition on dealing ahead of the dissemination of investment
research

All investments risk the loss of capital.

The value of investments may go down as well as up and, you may not receive back the full value of
your initial investment.

Past performance should not be used as a guide to future performance.

Changes in the rates of exchange between currencies may cause the value of investments to go up
or down in the reporting currency.

In general, underlying investments denominated in foreign currency are not hedged back into the
reporting currency. Among the factors that may influence currency values are trade balances, the
levels of short-term interest rates, differences in relative values of similar assets in different
currencies, long-term opportunities for investment and capital appreciation and political
developments. Returns may increase or decrease as a result of currency fluctuations. Values may also
be affected by developments relating to controls and restrictions on foreign currency remittance of
proceeds of investments in a non-sterling jurisdiction.

Whilst every effort is made to ensure that the information provided to clients is accurate and up to
date, some of the information may be rendered inaccurate by changes in applicable laws and
regulations. For example, the levels and bases of taxation may change. Any reference to taxation
relies upon information currently in force. You should note that the bases and rates of taxation may
change at any time. Tax treatment depends upon the individual circumstances of each client and
may be subject to change in the future.

In addition to the information provided by Stonehage Fleming Investment Management Limited you
may wish to consult an independent professional.

It has been approved for distribution in South Africa and those countries of the EEA where
distribution is permitted by:

Stonehage Fleming Investment Management Limited
15 Suffolk Street

London

SW1Y 4HG FP: 1D0000594

Stonehage Fleming Investment Management Limited is authorised and regulated by the Financial
Conduct Authority and registered with the Financial Sector Conduct Authority (South Africa) as a
Financial Services Provider (“FSP”) under the Financial Advisory and Intermediary Services Act, No 37
of 2002 (FSP No: 46194). Approved for distribution in Jersey by affiliates of Stonehage Fleming
Investment Management that are regulated for the provision of financial services by the JFSC.

hUA 6



