Multi Asset UNIGESTION

04 March 2019

D
D
Cam
~<<
N
—
—
jab)
—
D
(@]
~<<

Ye Ste rd ay The Beatles, 1965

The numbers are out: the US economy grew by 2.6% over the fourth quarter of 2018, well above most economists’
expectations and above ours. Recession was not on the cards for 2018 and market pessimism in December was overdone.
However, this GDP number harks back to yesterday. We think that investors should focus on what is happening between now
and tomorrow. Now looks decent but tomorrow seems worse and we are still struggling to gauge the extent of this
deceleration. Any market collapse is a combination of a deteriorating macro situation and a trigger: these triggers are by
essence hard to anticipate but we can think of a good number of them, from a monetary policy mistake to a negative growth
shock in the Eurozone or the materialisation of trade tensions on the economy. This makes the macro analysis of the current
situation all the more important. The world is indeed slowing down and we remain convinced that the performance and

situation of tomorrow will not be nearly as good as that of Yesterday.

WHAT'S NEXT?

A decent yet blurry US picture in Q4

Many market observers were prepared for disappointment, but Q4 US
GDP growth came out at 2.6%, rather than the 2.2% as anticipated by
economists, comfortably beating expectations. Over the past quarter, still-
decent consumption continued to support overall growth: that was
particularly the case with durable goods consumption, which grew by
nearly 6% with most of this figure coming from solid growth in vehicle
sales. Non-durable goods consumption on the other hand, grew slower
than in the past as clothing sales grew at a much slower pace. Non-
residential investment, most of it reflecting corporate investments,
continued to grow at a slow pace, the way it has since the end of the
Great Financial Crisis. Finally, the blot on the landscape is clearly the
housing market: residential investment declined by 3.5% this quarter, the
fourth quarterly decline in a row.

We follow the evolution of economic growth on a daily basis using our
proprietary nowcasting indicators. These indicators combine a large
number of real-time data series into a gauge of current economic activity.
How is this GDP growth number consistent with our US Growth
Nowcaster? At a global level, significantly: across Q4, our Growth
Nowcaster remained above the zero line, indicating above-potential
growth (1.5% according to IMF's estimates). Digging into the components,
we expected consumption growth to remain good while investment was
also expected to be a net positive contributor. The “housing” component
has been negative over the past two quarters: here again, the latest GDP
readings are nothing but consistent with our signals.

However, this number remains surprising from two angles: first, it is quite
elevated given the intensity of the slowdown in the macro indicators.
Across the fourth quarter, 55% of the underlying data feeding into our US
Growth Nowcaster deteriorated. This deceleration actually started in
November, with the economic impetus still strong in October when 53%
of the data was still improving, meaning that most of the deceleration
happened in an increasing way towards the end of the year. The second
surprising element is durable goods consumption. It came out quite strong
although we have witnessed early signs of a slowdown in long-term
consumption decision-making across the fourth quarter. Here again, a
distinction must be made between what happened at the beginning and
at the end of the quarter. A significant part of the macro deceleration we
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observed actually happened at the end of it, partly explaining the still
elevated growth figures.

A slowdown is on the cards

Our focus is not on past data, but rather on what comes next: how did our
indicators evolve since the start of the year, now that we are entering into
the last month of this quarter? Put bluntly, the deceleration is still there:
every component in our US Growth Nowecaster points to slower growth
conditions. The housing component remains negative. Compared to a year
ago, consumption-related data is slowing. Production expectations moved
from very high levels back to their long-term level, while investment
perspectives and financing conditions did the same. From the perspective
of these indicators, Q1 GDP growth is unlikely to be higher than Q4 last
year: deceleration is coming our way and a 2% growth for Q1 would barely
come as a surprise given the consistency of the growth deceleration
across the different components of our Nowcaster. We are not the only
one seeing this deceleration: the New York Fed nowcaster expects +1.2%
for Q1 while the Atlanta Fed nowcaster reached +1.9%. With analysts
discounting a +7% earnings growth across S&P500 firms, these
companies will need to have strong sales exposure to regions with
stronger GDP growth — if there are any.

When it comes to the rest of our nowcasters, their message is consistent:
most of the developed world is decelerating, with 60% of the data
deteriorating across it, according to our estimates. Our Canadian Growth
Nowcaster hints at entry into a recession for the first quarter of this year.
Another two months of deceleration and the Eurozone should also enter
into a recession. The UK situation is no better: what used to be a Eurozone
deceleration has now become common to all developed economies. This
slowdown remains young by historical standards, but again, we are more
focused on tomorrow rather than on yesterday's situation.

If the current trends remain in place, what we read in our indicators is a definitive
call for cautiousness. But the road until the breaking point can be long. March
2006 is an interesting reference point: the US housing sector contracted in the
midst of a world deceleration. It still took another 15 months until a large enough
trigger occurred. Patience and caution are essential.

Listen to: Yesterday by The Beatles
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IMPORTANT INFORMATION

Past performance is no guide to the future, the value of investments can fall as well as rise, there is ne guarantee that your initial investment
will be returned. This document has been prepared for your information only and must not be distributed, published, reproduced or disclosed by
recipients to any other person. This is a promotional statement of our investment philosophy and services only in relation to the subject matter of
this presentation. It constitutes neither investment advice nor recommendation. This document represents no offer, solicitation or suggestion of
suitability to subscribe in the investment vehicles it refers to.

Please contact your professional adviser/consultant hefore making an investment decision. Where possible we aim to disclose the material risks
pertinent to this document, and as such these should be noted on the individual document pages. A complete list of all the applicable risks can be
found in the Fund prospectus. Some of the investment strategies described or alluded to herein may be construed as high risk and not readily
realisable investments, which may experience substantial and sudden losses including total loss of investment.

These are not suitable for all types of investors. To the extent that this report contains statements about the future, such statements are forward-
looking and subject to a number of risks and uncertainties, including, but not limited to, the impact of competitive products, market acceptance risks
and other risks. As such, forward looking statements should not be relied upon for future returns. Data and graphical information herein are for
information only and may have been derived from third party sources. Unigestion takes reasonable steps to verify, but does not guarantee, the accuracy
and completeness of this information. As a result, no representation or warranty, expressed or implied, is or will be made by Unigestion in this respect
and no responsibility or liability is or will be accepted. All information provided here is subject to change without notice.

It should enly be considered current as of the date of publication without regard to the date on which you may access the information. Rates of
exchange may cause the value of investments to go up or down. An investment with Unigestion, like all investments, contains risks, including total
loss for the investor.

Uni-Global — Cross Asset Navigator is a compartment of the Luxembourg Uni-Global SICAV Part I, UCITS IV compliant. This compartment is currently
authorised for distribution in Austria, Belgium, Denmark, Finland, France, Germany, Ireland, Italy, Luxembourg, Netherlands, Norway, Spain, UK,
Sweden, Switzerland. In ltaly, this compartment can be offered only to qualified investors within the meaning of art.100 D. Leg. 58/1998. lts shares
may not be offered or distributed in any country where such offer or distribution would be prohibited by law.

All investors must obtain and carefully read the prospectus which contains additional information needed to evaluate the potential investment and
provides important disclosures regarding risks, fees and expenses. Unless otherwise stated performance is shown net of fees in USD and does not
include the commission and fees charged at the time of subscribing for or redeeming shares.

This document has been issued by Unigestion UK, which is authorised and regulated by the UK Financial Conduct Authority. Unigestion SA authorised
and regulated by the Swiss FINMA. Unigestion Asset Management (France) S.A. authorised and regulated by the French Autorité des Marchés
Financiers. Unigestion Asia Pte Limited autorised and regulated by the Monetary Authority of Singapore. Performance source: Unigestion, Bloomberg,
Morningstar. Performance is shown on an annualised basis unless otherwise stated and is based on Uni Global — Cross Asset Navigator RA-USD gross
of fees (90bps) with data from 15.12.2014 to 04.03.2019.
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