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Inflation at last?
The long-term effect of the Covid-19 pandemic

Since the global financial crisis, inflation has been stuck well below historical levels and central bank targets, averaging
1.3% in the Eurozone, and 1.6% in the US.! This is despite exceptionally easy financial conditions, as countries tried to
combat deflation using things like negative rates, quantitative easing, deficit spending.

A combination of structural factors has been keeping inflation low. Ageing populations save more and spend less, and
rising social and health costs crowd out other infrastructure projects. Globalisation and deindustrialisation have reduced
the collective bargaining power of a de-unionising workforce, and added a plentiful supply of cheaper labour to the global
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What is different this time?

The impact of the coronavirus shock has been a massive demand shock across the global economy. The response from

in London and founded in policymakers has been an enormous injection of monetary and fiscal stimulus. But this is a health crisis and a medical
1985, employs more than 400 solution is required for economies to fully recover. Until that point, partial re-opening will lead to a spluttering economy
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1 Eurozone HICP, US Core PCE, 31 March 2008-29 February 2020. Source: Bloomberg.
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At the same time, we expect some of the structural factors that limited inflation will weaken as a result of this crisis.
Globalisation was already being undermined by trade tensions. The pandemic has shown some of the vulnerabilities
inherent in globalised supply chains, and we expect politicians to bring key areas of production back onshore. The crisis has
also laid bare the reliance of societies on relatively low paid key workers, not just in healthcare but across public services
and areas of the private sector like retail, notably food, and delivery providers. Public support for better pay and
conditions, added to pressure on governments to fix some of the infrastructure issues highlighted by this crisis, will provide
political headroom for higher fiscal spending.

What assets may do well in a moderately more inflationary environment?

We can’t underestimate the deflationary impact of the demand shock caused by the Covid-19 economic shutdown across
the globe, and structural deflationary forces remain, but we do think it more likely than not that we will see moderate
levels of inflation return to the global economy in the medium term. In the strategy, we like assets that can do well in a
more inflationary environment such gold, inflation-linked bonds, and curve steepeners. In time, a more inflationary
environment can be supportive for equity sectors such as energy and financials, but only when the economic uncertainty
starts to diminish.

Important information
The information contained in this press release is intended solely for members of the media and should not be relied
upon by private investors or any other persons to make financial decisions.

This communication, including any data and views in it, is not a financial promotion as defined in the Financial Services
and Markets Act 2000

This communication, including any data and views in it, does not constitute an invitation to invest or investment
advice in any way.

This document is for informational purposes only and is not investment advice. Market and exchange rate movements
can cause the value of an investment to fall as well as rise, and you may get back less than originally invested.

Every effort is made to ensure the accuracy of any information provided but no assurances or warranties are given.
Company examples are for illustrative purposes only and are not a recommendation to buy or sell.

The views expressed are those of the Fund Manager at the time of writing, are not necessarily those of Jupiter as a
whole and may be subject to change. This is particularly true during periods of rapidly changing market circumstances.

Issued by Jupiter Asset Management International S.A. (JAMI), registered address: 5, Rue Heienhaff, Senningerberg
L-1736, Luxembourg, authorized and regulated by the Commission de Surveillance du Secteur Financier. For investors
in Switzerland and the UK: Issued by Jupiter Asset Management Limited which is authorised and regulated by the
Financial Conduct Authority, registered address is The Zig Zag Building, 70 Victoria Street, London, SW1E 65Q. No part
of this content may be reproduced in any manner without the prior permission of Jupiter Asset Management Limited
or Jupiter Asset Management International S.A.

) e jRrer

For professional investors only. Not for retail investors. Asset Management



