Weekly Report and Outlook on
Global Markets

2 July 2021

Market Developments
Major Moves This Week
Global Fund Managers' Statements

Global ETF Fund Flows

2
4
5
5
6

PACE 360's Future Outlook




MARKET DEVELOPMENTS

Brazillian exports of swine meat reached a record high in June.

Pork Powerhouse
Brazil exports of swine meat reached a record high in June
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Figure 1: Brazil exports of Swine meat.
Brazilian swine meat shipments surged 12% in June from a year earlier to hit an all-time high for the month, thanks to

a foreign exchange rate favorable for exports and appetite from China, which accounted for about half the orders.
Demand has also been strong with other countries, according to Brazil Animal Protein Group, which represents the
nation’s exporters. Brazil shipped more pork to Chile, Uruguay, Vietnam and Singapore than in previous months.

Value VS growth reflation trade worst in the US

Reflation Nation
Value vs growth reflation stock trade biggest in U.S. as correlations plummet
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Figure 2: MSCI Value vs Gowth | USA, Europe, Asia & Japan
The slide in value-growth stock correlations across the world shows that U.S. fund managers are most exposed to the

path of the global reflation trade. The 180-day correlation between the MSCI USA Value and Growth Indexes has
slumped to a record low 0.43, according to data compiled by Bloomberg going back to 1997. A maximum possible
correlation of 1.0 would signify all the shares are moving in lockstep. Equivalent measures for Asian shares have
rebounded in recent months to around the 0.7 level and never got as low, while in Europe correlations look to have
bottomed a little over 0.6.
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Asian Stocks underperforming their global peers by most since 2015
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Figure 3: MSCI Asia Pacific — MSCI World performance
Asia’s stock benchmark underperformed a gauge of global peers in April-June by the most since the third quarter of

2015, marred by lower Covid-19 vaccination rates and stricter lockdowns across the region than in the U.S. and Europe.
The MSCI Asia Pacific Index rose 2.2% in the latest quarter compared with the MSCI All-Country World Index’s 6.9%
gain. In addition to high infection rates and the spread of the delta variant, Asian stocks have been hindered by their
high proportions of economically sensitive stocks following the Federal Reserve’s hawkish pivot in June.

Fitch Cuts Colombia to Junk After Plan to Hike Taxes Shelved

e Fitch cut Colombia’s long-term foreign currency debt rating to BB+, one level below investment grade, from
BBB-, with a stable outlook. The downgrade came less than two months after S&P Global Ratings cut the nation
to junk. Fitch also lowered local currency debt to BB+.

e “The downgrade reflects the deterioration of the public finances with large fiscal deficits in 2020-2022, a rising
government debt level, and reduced confidence around the capacity of the government to credibly place debt
on a downward path in the coming years,” Fitch said in its statement.

e Abill toincrease taxes introduced in April led to weeks of protests in which dozens died in clashes with security
forces, as well as the resignation of the finance minister. Even after the bill was shelved, highway blockades
and street demonstrations continued across the nation over a range of other grievances.

e  Fitch expects Colombia’s gross general government debt to rise to 60.8% of gross domestic product this year,
more than double the 30% level it was when it upgraded the Andean country to investment grade in 2011.

o “Fitch expects debt to continue to rise through 2022 and does not expect significant debt reduction over the
medium term, leaving Colombia vulnerable to shocks,” the agency said.

e Colombia is still rated two levels above junk by Moody’s Investors Service.
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MAJOR MOVES THIS WEEKS
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Figure 4: The graph represents weekly Currency returns with respect to US Dollar as the base currency.
Most developed market currencies depreciated this week with the strengthening of the dollar. Some of the emerging market currencies such
as Peruvian sol, Mexican peso etc appreciated. Peruvian sol appreciated due to higher inflation figures which would result in rate hikes by
their central bank.

Global Equities
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Figure 5: The chart represents the weekly equity index returns.
S&P 500 Continued making new highs and breaking records this week. However, the move upwards was not consistent throughout as the
small caps underperformed this week. China was and most Asian counterparts have also underperformed this week owing to policy tightening
stance taken by their government.
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Figure 6: The chart represents the weekly commodity returns.
Bent crude appreciated because of indecision by OPEC+ members. It hit multi-month highs this week. Several agricultural commodities have
also appreciated because of tighter supplies and other constraints. Industrial commodities as well as precious metals were pretty stable
despite an appreciation in the dollar.
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ND MANAGERS’ STATEMENTS

oubleLine Capital abandoned its bet on Peru bonds amid investor anxiety over the
der Pedro Castillo. The billionaire investor reiterated his long-term bearish view for the
e also said that commodities could be in for a breather after a surge in prices that took the
rg Commodities Index to the highest in almost six-years on Thursday.

GLOBAL WEEKLY ETF FLOWS -

Equity ETF weekly Fund Flows (in $Sbillion)
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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

week even as EM equities struggled. We expect EM equities to outperform
nsolidate the massive gains of last fortnight. EM currencies should also appreciate
pect Indian large caps to outperform smaller caps over the next week or so. We expect
ly rangebound. We expect bitcoin to resume its downtrend in the near future. We expect
ut with an upside bias."
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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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