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Asset Allocation

Strong GDP/Earning

Flat Risk
Dovish FED: Harwkish FED:
Low Rates/Inflation + Risk \ Rates/Inflation shock

\

- Risk
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Asset Allocation Scenarios

————————— 10Yr Yield under Fed f——————
| Rising quickly to >2% | | Rising slowly to 2% | | Staying low |

SN TN

[GDP strong | [ GDPWeak | [ GDP Strong | | GDP Weak | [ GDP Strong | [ GDP Weak
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I | | | | | | | | |
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Total Assets of Major Central Banks
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Total Assets of Major Central Banks

Figure 5.
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The economy is far from the Fed's goals: Downside risks apparent, The economy has potential upside:
inflation is too low, this is not the time to talk exit An early taper may become appropriate
DOVE HAWK
& N e
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2021 v v v v v v v v v v v v
2022 v v v v v v v v v v v v
2023 v v v v v v v v v v v v

Notes:"v" signifies voting member. Randal Quarles is also Vice Chair of Supervision and John Williams is also Vice Chair of the FOMC.
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Summary: Fed officials sound hopeful on the growth

outlook once vaccines are broadly rolled out, ¥ Forecast for moderate Core PCE inflation Inflation expectations low but ticking up
they have explicitly centered inflation outcomes as the % yly  ——— Current forecast % ~—— Implied 5yr forward %
major determinant of any policy changes.  ----: December forecast Fed median 3y ahead
DB View: At ZLB until at least 2023 22 * Fed (December 2020 SEP) 35 anfdﬁm"aﬁfﬁ;;gyy shead ..
Fedspeak 20 1 3.0 t 30
Who** Takeaways Bias* 18 1 25 W 25
Powell |+ F well 161 20 20
(01/14) inflation expectations 14 15 4 l 15
Maximunemploymemhlmy ‘plenty 1.2 2 =
of slack’ in labor marke! 1.0 + v r + 1.0
* ‘Quite possible’ moovsvyptmswﬂ 1.0 2015 2017 2019 2021
jump start inflation 2019 2020 2021 2022 2023 Source: FRB, FRB NY, Philly Fed, UMICH. Haver Analytics, Deutsche
« Guidance on policy outcome based Source: BEA. Haver Analytics, Deutsche Bank Research Bank Research
* No rate hike soon even with H2 growth Fedspeak. continued Fedspeak, continued
Clarida (2] = No hike until inflation at 2% for a year Who** Takeaways Bias* Who** Takeaways Bias*
(01/13) * Optimistic with vaccine
« Focuses on well-anchored expectations Daly(2]  * Little inflation would be welcome; Kashkari * Fine if inflation slightly tops 2%
(01/14) might top 2% mid year [1] (01/15) = Aggressive monetary/fiscal policy
Bm(i:)\mla) . lnﬂaﬂanverylowvm;;:zs:onbm * Job market pain > unemp. rate will help achieve 2% target
effects, expects sus provement, * Unemployment rate is a deepl
inflation expectations low Harker [4]  + Inflation should reach 2% before namdmam;mlnh-wz's
« Asset purchases a ‘substantial support (01/13) taper talks « Wage growth key to 2% target
Bostic * Strong rebound could change Fed policy Bullard (1]  * Inflation to move somewhat higher Rosengren + Near tes through 2021
(01/11, 12) = Less chance of rate change in 2021 f (01/12,13) = Uncertainties on bond buying 51 S 2 mmr;mmw
+ Bond buying taper possible in 2021 guidance; tapering ‘not close’ yet (01/12,15)  economy is stronger
e b Kaplan « Taper discussion possible by later * H2 outiook depends on vaccine
Barkin [4] * Virus surge may hurt 1H growth; strong (01/11) this year rollout, disappointing so far
g L * Sustained 2% inflation uniik
QLY Mshﬁ;‘.m“mumm Mester (4] = Policy change not required in over next 2 years il
0112) 2021 if outlook stays intact * Monetary/Fiscal policy mix is
George [5] * A stance * Policy should remain ‘patiently appropriate; $1.9T package is big
(01/12) * Inflation might surprise to the upside; ‘ accommodative’, shaped by but appropriate
Fed will not react if overshoot happens progress on dual mandate = Asset purchases to go all year
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Exhibit 5: Even at their peak earlier this summer, the Fed's purchases under the SMCCF have been small in
size and largely symbolic
Fed weekly net purchases of bonds and ETFs

$bn Weekly net purchases: Corporate Credit Facilities $bn

20 May 12: ETF purchases begin
June 16: Corporate bond purchases begin

r20

Source: Haver Analytics, Federal Reserve Bank of New York, Goldman Sachs Global Investment Hesearch
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Average savings for consumers in the bottom two income quintiles have

remained negative
Average savings, including spending on pensions and social security (US$), by quintiles of income

—a |

Deloitte Insights | deloitte.com/insights

&l 10
FAIFREINN, ARHRANEEELHRS, 2HBKE X

B, w11 o, BhaxENEK, REAEXENHEFELES
(A L2 80 FRIT4E, FR-EET L), HAEAFTEH el
#2008 @I E, KRB @ KRR L, HxEE KA
FBRAARREMN. FrLl, B ABtL R AnF KA R, KFH @ Mg

sl :Rp AL ol S S 2 o AN



JEKIC = £ Bl Al G X 1E

I PHBS FINANCIAL FRONTIER DIALOG

FUTHCK 2 Anotate" =

1960- 964 196 1969 1970- 1974 | 197 1979 198 1984 1985-1989 1 1994 1995-1999 \ 2000~ 004 2005-2009 | 2010-2014 | 2015-2019 |

K11
EZKBER, NEHEE, Ekb4 L. RFEESRE

40%F Eo 4, XLENHLRRERREF . F, wWRFERE

HHEAUK, EHAT AR T - PE. B 12 XA
2021 F¥EREFTREI=FE GDP 2 E LHBURFE, 2 FEH
k. AAIZWAERE, AXFELRGK, EEHBEKTES EFA
—m.o FIE, 2021 5 10 FHE fr o9 A 2= 6% 2 Z i EAT,

CONTRIBUTION® OF FISCAL POLICY TO REAL GDP GROWTH
*2 T mmmmmQUARTERLY FISCAL IMPACT Fiscal | 2
thrust is
——— FOUR-QUARTER MOVING AVERAGE likely to be
higher
8 8
Positive fiscal
thrust
4 _ / 4
1} 11
& 19 ¢
o by et o
l < 4) a3 « J
\ Negative fiscal
4 thrust 4

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

* ANNUALIZED. RED SHADED BARS REPRESENT FORECASTS.
SOURCE: THE HUTCHINS CENTER ON FISCAL AND MONETARY POLICY AT THE BROOKINGS INSTITUTION
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% Of
GDP uUSs:
FISCAL STIMULUS AS A % OF GDP
30
25 |
BIDEN’S
AMERICAN
20 | RESCUE
PLAN PLUS
END-YEAR
OMNIBUS BILL
15
10 |
5 -

2008 - 2010 2020 -2021"

© BCOL Research 2021
NOTE: CALCULATED AS THE ABSOLUTE VALUE OF THE CHANGE IN OVERALL BALANCE.
« INCLUDES THE $g900 BN OMINIBUS BILL AND THE $1.9 TN PROPOSED BIDEN AMERICAN RESCUE PLAN
SOURCE: IMF FISCAL MONITOR, OCTOBER 2020 AND BCA CALCULATIONS
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__Aggregate index Median stock

Historical Historical
Valuation metric Current  %ile Current  %ile
US market cap / GDP 265% 100 % NA NA
EV/sales 32x 100 38x 100
EV/EBITDA 170x 100 155x 100
Forward P/E 240 x 99 21.2x 99
Cash flow yield (CFO) 57 % 94 58% 100
Price / book 43 x 94 3.8 x 100
Cyclically adjusted P/E (CAPE)  31.0x 93 NA NA
Free cash flow yield 35% 62 37 % 70
Yield gap vs. IG 249 bp 42 294 bp 30
Yield gap vs. 10-year UST 333 bp 40 378 bp 36
Median metric 94 % 100 %

Kl 14

Goldman Sachs Non-Profitable Technology Index

The GS Non-Profitable Tech basket consists of non-profitable US listed

360 companies in innovative industries. Tech is defined quite broadly to include
new economy companies across GICS industry groupings. The basket is
optimized for liquidity with no name initially weighted greater than 4.65%.

2015 2016 2017 2018 2019 2020 2021
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Echoes of 2000......

NASDAQ / Russell 2000

—8.00
Nasdag 100 Index vs. RUSSELL 2000 INDEX Ratio
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—2.00
Growth / Value
Russell 1000 Growth Index vs. Russell 1000 Value Index Ratio
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Source: Pinnacie Data, Maver Analyt<s and GO Research - US Equty Strategy
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I 10Yr Yield under Fed }
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| Rising quickly to >2% | ‘ Rising slowly to 2% I Staying low

|GDPStrongi [ GDP Weak | | | GDP Sn-ongZI GDP Weak | | GDP Strong | | GDP Weak
|s&P-15% | [s&P-30% | iph&?zooq [s&P+20%| [s&P-5%

Most likely Scenario '» 2021 S [ B i iy e SIS
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Inflation/Yield:

Moderate Barbell Strategy

Energy Sector Capex Cycle

Aggregate Capital Expenditure YoY Change (%)

Universe: S&P 500 Energy Sector

M~
—

0 [5)}
~ —

[=]
o~ o~

o
(]
Source: Bloomberg ©2021 Crescat Capital LLC
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S&P 500 Capitalization Share & Forward Earnings Share by Sector as of January 8th, 2021
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Source: Yardeni
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Yields on 10y govt bonds; Asian local currency bonds (equal-weighted avg) and US treasuries

US 10y treasury

T T T T T T T T T T T T T T
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Gavekal Research/Macrobond
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Chart 3: EM central bank FX reserves surge Chart 4: India, Thailand among reserves leaders

2,800 30

2700 25 Change in FX reserves
20 since Jan 2020 (%total)
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o o N 1 1|
2,300 =
2200 EM ex-China FX reserves B _or
> £ e
($bn, 11 EM economies <
2,100
Jan-17 Jan-18 Jan-19 Jan-20 Jan-21
Source: Bloomberg, TS Lombard. Source: Bloomberg, TS Lombard
S&P 500 Index Composition Matters
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FOR's Crisis |
New Deal Trade
Wi
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20% COVID-19) Hq0,
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