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Letter to investors — Investment climate

¢ Health measures necessitated by the 2nd wave threaten growth in the short term

e Covid-19 factor no longer influencing financial markets

¢ Reduced polifical risks and uncertainties

¢ New BFM paradigm supporting enthusiasm and risk-taking

o Central banks vaccinating markets against high valuations

Q4 began with renewed optimism on the health front, which was
gradually confronted with a more worrying reality in most European
countries as well as in the United States. The oft mentioned and much
feared 2nd wave had materialised, and its scale was pushing many
governments to revise their health strategies. With the avowed aim of
“saving” the festive season, various new lockdowns were implemented
throughout Europe, in the UK and elsewhere. In Europe, these new
government restrictions are likely to plunge the economy into a
temporary downturn that could reach -2.5% in Q4. In the US, it is not so
much a 2nd wave than a contfinued spread of the epidemic at a
sustained pace that could slow down the economic recovery at the
end of the year. Overall, Q4 will not be as positive as forecasters had
hoped. We believe that in most countries we are likely to see a further
economic downtumn. This could be temporary, provided that the
beginning of the year is not marked by severe lockdown measures
made necessary by the negative effects observed after the year-end
festivities. It is likely, however, that if this were to be the case, financial
markets would end up worrying about it. For the time being, however,
it must be noted that the Covid-19 factor is no longer influencing the
stock markets. Pfizer and Moderna'’s announcements regarding the
exceptional efficacy ratios of their respective vaccines as well as their
availability faster than expected have already been sufficient to
reassure investors regarding the probable end of the epidemic, even if
everyone agrees that it will take several quarters for the vaccination
campaigns to reach enough people to allow a return to normal in our
societies. The last quarter of 2020 was above all the scene of major
political upheavals in the US, as well as in Europe, which had a
significant impact on financial markets. First of all, major uncertainties
were removed in the US by the election of the Democratic candidate,
which is likely to bring a little more visibility to the government’s strategy
over the next four years. In the short term, his election is also a
guarantee of more decisive support for the economy and the
American population thanks fo a wilingness to support growth and the
energy fransition, in parficular by increasing government spending and
budgets. In Europe, the withdrawal of the veto on the recovery
package obtained in December by the German Chancellor is also an
essential step forward that finally marks the beginning of the
implementation of economic support measures decided upon six
months ago. As in the US, European economic recovery wil be
achieved through support for the energy transition. Furthermore, the
last-minute  agreement on the implementafion of Brexit by
31 December 2020 also puts an end to significant uncertainty, even if
the British government and people have certainly not yet measured
the consequences of this event. In Asia, the new free frade agreement
opens up new prospects for regional development, while Joe Biden's
future presidency is also seen as probably more favourable to world
trade than the policy pursued by Donald Trump. The last few weeks
have therefore clearly been favourable to reducing polifical and
geopolitical uncertainties.

Graph sources: Bloomberg/BBGI Group

The new fiscal and monetary policies support the enthusiasm of
investors who are now almost completely unconcerned about the
possible repercussions of the Covid-19 pandemic. In the urgency of the
health crisis, lockdown measures had to be accompanied by support
policies at various levels, starting with monetary policy measures.
A new paradigm has emerged that will last well beyond 2021.
Indeed, while on the one hand cenfral banks acted quickly by
lowering their key rates and/or implementing bond purchase
programmes to lower long-term rates as well, governments for their
part opened their purse strings to broadly support their economies and
populations. Rising budgets and deficits are the obvious consequence
for governments of the management of the health crisis, but for central
banks it has meant the explosion of their balance sheets and the
accumulation of government debt in a great wave of debt
monetisation at the global level. We believe this trend will last and
provides many investors with the assurance that interest rates will
remain persistently low and that liquidity will be provided fo support the
expansion of financial markets and valuation multiples. The year 2020
thus ended calmly and with some assurance that 2021 will return to
growth, profits and positive stock market performance.
October marked the end of several months of profit-taking ahead of
the US elections and heralded an extraordinary rebound in risky assets
in November in a powerful “short covering rally” that involved all
financial assets. The latter lost some of its intensity in December, but
optimism remained high, such that financial markets ultimately posted
moderate growth in the last month of the year. Interest rate markets
(+1.34%) were still very much influenced by central banks' asset
purchase programmes. Swiss real estate investments benefited from
the sifuation (+6.06%) but also saw their average premium
approaching the extreme level of 40%. Enthusiasm remained more
moderate in the internatfional real estate market (+3.08%), which
slightly underperformed international equities (+4.24%).
Commodities (+5.97%) and private equity (+6.66%) benefited more
significantly  from the improved economic outlook for 2021.
Risky assets benefited from a euphoric stock market climate at the
price of now offen high valuation levels. Caution is therefore logically
once again called for in this context.

Alain Freymond
Partner & CIO
BBGI Group

Investment Strategy — January 2021

o BBGIET



r =
STAR ALLIANCE MEMBER T I

PRENEZ DU PLAISIR A VOYAGER
DES VOYAGES D'AFFAIRES QUI VOUS DONNENT
DROIT A DES PRIVILEGES

Vous pouvez transformer chacun de ces voyages en
un moment de confort et d'avantages grace au
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Pour devenir membre, allez sur : CORPORATE CLUB

corporateclub.turkishairlines.com WHERE BUSINESS MEETS BENEFITS
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F:+ 41225959612
E : reception@bbgi.ch

BBGI Group SA

Rue Sigismond Thalberg 2
P.O. Box 1235

1201 Geneva

www.bbgi.ch

Disclaimer: This document and any attachments thereto are confidential and intended solely for the use of the addressee(s) and should not be transmitted to
any person(s) other than the original addressee(s) without the prior written consent of BBGI. This document and any attachments thereto are provided for
information purposes only and are not an offer or solicitation for any purchase, sale or subscription. BBGI shall not be liable for any decision taken on the basis
of the information disclosed herein and no advice, including any relating to financial services, is given herein by BBGI. This document and any attachments
thereto are based on public information. Under no circumstances can this report be used or considered as a commitment by its authors. BBGI makes every
effort to use reliable, comprehensive information and BBGI makes no representation that it is totally accurate or complete. In addition, the views, opinions
and all other information provided herein are subject to change without notice. Prices and margins are indicative only and are subject to change at any
fime without notice depending on inter alia market conditions. Past performances and simulations are not representative of any future results. The opinion,
views and forecasts expressed in this document and any attachments thereto reflect the personal views of the author(s) except for any specific mention, and
do not reflect the views of any other person or that of BBGI.
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We help students to find their place in the world by inspiring
individual growth, academic excellence and global citizenship.

Our diplomas, languages of study and extracurricular activities are
taught by the best teachers from around the world and crafted
into individual learning journeys for each child.

As a Swiss international school, we set the highest standards in
everything we do. We deliver outstanding results, with a 98% pass
rate across our 5 diploma programmes.

We welcome boys and girls, age 2 to 18 years, to join as day or
boarding students and look forward to helping them find their
place in the world.

cdl.ch

COLLEGE DU LEMAN

International School - Geneva
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