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MARKET DEVELOPMENTS

U.S. Inflation expectations jumps on stronq Jobs report.

Inflation Expectations
U.S. 5-year breakeven rate surges after better-than-expected jobs report
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Figure 1: U.S. 5 year
The five-year Treasuries breakeven rate, a market proxy for anticipated annual inflation for the next half-decade,

climbed to almost 2.5% after Friday’s release of stronger-than-forecast U.S. payrolls data. The Non-Farm payroll roll
change was 379 thousand vs the expected figure of 200 thousand jobs. The Break-even rate has been rising for months
as traders bet that the rollout of vaccines and additional government stimulus will spur the economy’s rebound from
the pandemic. The rate exceeded 2.5% this week for the first time since 2008.

Gold’s slump Fuels Record buying frenzy at Perth Mint

Demand Surge
Gold coin, minted bar sales jump to record in February
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Figure 2: Daily Minted bar sales at Pert mint.

Gold’s biggest monthly decline in four years fuelled a buying frenzy at Australia’s Perth Mint, which sold a record
amount of bullion in February. The mint said sales of gold coins and minted bars jumped more than 400% from a year
earlier, with demand driven by customers in the U.S. While retail purchases are surging, investor interest is waning --
recent outflows from exchange-traded funds backed by the metal have pushed holdings to the lowest since early July.
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Japan’s Investors sell record Foreign bonds over the last two weeks.

Record Sales
Japan funds sold overseas bonds at record pace over last two weeks

M Japan's net foreign bond purchases, rolling 2-week sum

|||“‘ li “ 1&1 ‘)m I' ﬂl h"" qan b

'l ! ! IJ } Itﬁ

Source: Bloomberg, Japan's finance ministry B|Oomberg m

Figure 3: Japan’s net foreign bond purchases.
Japanese investors sold a record amount of overseas bonds in the last two weeks of February, based on the nation’s
preliminary portfolio flow data. Net sales in the two weeks through Feb. 26 totalled 3.61 trillion yen ($33.7 billion) as
the benchmark U.S. yield reached a one-year high. Japanese investors unwound overseas bond holdings to cut losses
amid the increase in volatility with fiscal year-end approaching.

Cyclical outperformance shows faith in European Stocks.

Cyclical Barometer
Ratio versus defensives has served as a leading Stoxx 600 indicator
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Figure 4: Ratio of Stoxx 600 Optimised cyclicals vs Stoxx 600 Optimised defensive

Outperformance of sectors geared to economic growth signals investors are willing to take risks, and even with
European stocks volatile over the past week, an index of cyclicals is outperforming that of defensives. The ratio
between the two, which has often tracked the path of the overall Stoxx Europe 600 Index, is at the highest in almost
three years. With the reopening trade continuing to ripple through markets, cyclicals’ leadership can probably prevent
a deep short-term rout in European stocks. For more market commentary
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MAJOR MOVES THIS WEEKS
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Figure 5: The graph represents weekly Currency returns with respect to US Dollar as the base currency.
Bullishness in dollar pushed most currencies down this week. The exceptions were the Qil exporting countries which appreciated because of
the discipline in OPEC+’s decision to stick to the schedule for production hikes.
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Figure 6: The chart represents the weekly equity index returns.

There was a risk off rally this week because of Powell’s decision to not act on the increasing bond yields. The value stocks such as banking
stocks went up because of the steeper yield curve.
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Figure 7: The chart represents the weekly commodity returns.

The market’s expectation for the OPEC+ to stick to the production hike schedule pushed Crude to multi-month high. Commodities across the
board showed weakness this week because of the risk-off rally throughout the world.
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MANAGERS’ STATEMENTS e

ClO): “the five-year Treasury yield could fall to an all-time low of 0.10% and
quivalent could drop below zero as a surge in cash holdings from federal stimulus
ay into government bonds and other fixed-income securities.” The firm’s model for
s projects them troughing at minus 0.50% in January 2022. — 3" March, 2021

GLOBAL WEEKLY ETF FLOWS o

Equity ETF weekly Fund Flows (in Shillion)
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Please note that the Global ETF fund flows under Equity ETF weekly flows category will not be equal to the sum of their respective sub-
categories which are mentioned on their right side since there are other subcategories as well
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’S FUTURE OUTLOOK

eek. We believe that the bulk of the cyclical correction may be behind us and
the near term. We largely expect the markets to remain range-bound over the
ve that gold is finally bottoming out and the downside potential seems to be limited
ain long-term bullish on Gold. We expect the dollar to remain well bid in the near term."
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DISCLAIMER

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed,
in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent. This report and information herein is solely for informational purpose
and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and
opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and
needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this document should make such
investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved), and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors.
Certain transactions —including those involving futures, options, another derivative product as well as non-investment grade securities - involve substantial risk and are not suitable for
all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. The
Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the
report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from
time to time without any prior approval. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly,
to any other person or published, copied, in whole or in part, for any purpose. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The person
accessing this information specifically agrees to exempt PACE or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold
PACE or any of its affiliates or employees responsible for any such misuse and further agrees to hold PACE or any of its affiliates or employees free and harmless from all losses, costs,
damages, expenses that may be suffered by the person accessing this information due to any errors and delays.
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