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The Invisible Band rravis, 2001

For a decade, we have enjoyed a period of central bank activism, bolstering financial markets in a way almost equivalent to
the credit-led investment cycle of the 90s. Ten years is a long time and we have become progressively accustomed to a very
particular mindset that many refer to as: “bad news is good news"”. Since 2008, central banks have responded to periods of
macro deceleration by supporting the economy and financial markets in innovative ways by historical standards. However,
today, the world cycle is slowing down in a way never seen over that period. The Eurozone was the only zone slowing in 2011,
as was China in 2015. This time, the US, China and the Eurozone are showing simultaneous signs of slowing macro
momentum. If this lasts, bad news will become actual bad news as weaker earnings drag down equity valuations. To us, the
key question now is: where is the invisible band that separates a world that can avoid slowdowns using QE from a world in
recession, over which central banks can only have limited control? Crossing this invisible band will turn bad news into

bad news.

WHAT'S NEXT?

From bad news is good news...

The Fed was the first to provide extraordinary monetary stimulus in 2009
and, since then, most of the developed world’s central banks have
followed suit. Since the Great Financial Crisis, when a macro deceleration
began in a given region, the reaction of its central bank was almost
always the same, to give more support to financial markets in an attempt
to bolster the economy. In our view, central bankers around the world
demonstrated an impressive capacity for innovation over the period. From
lower rates, negative rates, direct bonds purchases, equity purchases to
direct currency control, they employed an extensive list of new and
creative monetary policy techniques to try to help the world heal the deep
economic wounds created by the 2008 economic crisis.

Living under this intense liquidity medication is, however, having a
significant side effect in our opinion, leading to the rise of a new
phraseology to qualify their actions: “bad news is good news”. This very
simple wording implies a lot in terms of market participants’ behaviour:
any degradation in economic indicators opened the door to a new round
of interventions in markets. The Fed’s U-turn between December 2018 and
January 2019 is the perfect example of that. The US macro situation
remains positive, as indicated by our growth nowcaster for the zone: it is
indeed decelerating (it has been since November 2018) but the US should
still be printing positive growth for a couple more quarters, a view
supported by Fed rhetoric in its December FOMC meeting. The formation
of a recession expectation across equity markets in December was
nonetheless enough to lead the Fed to change its wording significantly in
January, moving from a hawkish to a dovish stance — echoing the now
decade-long tradition of Greenspan’s “Fed put”. In January, markets
rallied significantly on the back of this new communication line. The 2015
Chinese slowdown had a similar impact on the Fed. Bad news is good
news indeed, you just need to twist the central bank’s arm by selling
stocks.

... until bad news becomes bad news for good

When we say markets formed recession expectations, we obviously mean
equity markets. And of course these days, all eyes are on the Fed in spite
of the fact that most of the macro deceleration is currently happening east
of the Atlantic Ocean. We have been communicating about the
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deceleration that we are currently witnessing in our indicators for a while:
the Eurozone started deteriorating in February 2018, China remains in a
sub-potential growth situation but is steady while the US started
decelerating in November 2018. The question that currently weighs on our
minds concerns the invisible band that draws the line between a situation
that can be patched up with more stimulation (slow growth with limited
inflation) from a situation in which patching would no longer work. Qver
every recession period of the past 100 years, no central bank has ever
been in a position to get control over it. During recession periods, a
coordinated effort between governments and central banks can help
alleviate some of its damage on the economy and on markets but, overall,
history shows that a recession is unavoidable when it starts. In addition,
there are good reasons for that: as economic growth falls into negative
territory, earnings start to fall all the more as costs — such as wages —
react in a lagged way. Higher costs and slower sales growth create a
scissoring effect on earnings.

What to watch from now on?

In the US, there are clouds gathering right now that are typical recession
tells. First, the US housing market is likely to post negative growth figures
for the first time in a long time, as per our US growth nowcaster. Second,
investment intentions are receding and only 8% of the data used in the
investment component of our nowcaster is improving; a good example of
that is the capacity utilisation rate in the US, which printed its first drop
since its 2015 recovery. The Fed is likely to pay a lot of attention to it.
Deteriorating long-run decision-making indicators are historically the first
sign of an upcoming recession. For the moment, these are the only severe
signs around and there are a handful of figures telling a very different
story, such as the US ISM Manufacturing index. The transition from a
slowdown to an actual recession can take time. Reaching that point will
likely be a slow process, making investment cases more and more difficult
as growth remains positive and central banks use their arsenal while
deceleration becomes increasingly obvious. But when we cross that
invisible band, bad news will become bad news again. Until then, we
remain on the cautious side.

Listen to: The Invisible Band by Travis
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https://www.youtube.com/watch?v=JGh3ktKBJ7I

STRATEGY BEHAVIOUR

Our medium-term views remain cautious, so we are complementing a more positive pro-growth stance with tactical underweights in credit indices
and making use of options to protect the portfolio in the case of equity drawdown.

PERFORMANCE REVIEW

Year to date, the Uni-Global — Cross Asset Navigator fund has returned 3.65% versus 9.60% for the MSCI AC World index, while the Barclays Global
Aggregate (USD hedged) index is up 1.25%.

UNIGESTION NOWCASTING
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Market Stress Nowcaster Summary of the week
100% - » Our Growth nowcaster receded further last week, following another
batch of decelerating data releases. The largest negative change sits
80% in India and Canada. All countries but China showed weaker data over
the week.
60% - » OurInflation nowcaster continues to decline in an almost synchronous
way across developed economies.
40% 1 » Market stress decreased marginally again. Volatilities are currently
giving the weakest stress signal.
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NAVIGATOR FUND PERFORMANCE

Performance, net of fees 2018 2017 2016 2015
Navigator (inception 15.12.2014) -3.6% 10.6% 4.4% -2.2%

Past performance is no guide to the future, the value of investments can fall as well as rise, there is no guarantee that your initial investment will be returned.
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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 18.02.2019.
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