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Status

Gap between Central banks vs Markets

financial conditions improving on peak-
Fed hopes

“China grand re-open” will not happen
policy rates will continue to rise, not drop

margin pressure will accelerate, as will SMB
bankruptcies.

Risk overview;
Short-term  Positive

Medium-term Positive

() Stocks — Neutral

* Low vol, dividend and large cap factor

(J Bonds — underweight

+ Overweight IG credit

() Alternatives — overweight
+ Non-directional, uncorrelated assets and strategies

(J Macroeconomics
+ Economic activity and inflation moderating, albeit slowly
+ US relative outperformance continue on near-shoring and stimulus (IRA)
* Price headline halved a year after Russian war — core to stick for around 2025
+ Maximum centralbank tightening impact to be felt 2H 2023

) Indicators
« OPRA: Neutral / Positive (risk gauge for balance risk/risk free)
* OMRI: Positive / Positive (model volatility gauge)
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INnvestment
process

Indicators

Highly sophisticated models
analysing about 150 indicators

D

Fundamentals> Proprietary macro and micro economic models

Risk models The m_vestment vaIue. of diversification,
volatility and correlations

Market Market positioning, risk perception and
intelligence dynamics

. Trends, direction and
Trend following strength

Market Intelligence finally takes a step towards Fundamentals
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OMRI®
Origo Market
Risk Indicator

Short-term risk gauge

Market intelligence factors
improve

Macro remain poor

Indicator

Sentiment

09 June 2023

Last update

X-Asset correlation

Economic Surprises

Financial Conditions

Global Financial Stress

Gepolitical Risk

Neutral

09 Jun 2023

09 Jun 2023

05 Jun 2023

02 Jun 2023

31 May 2023

Tense
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Fundamentals

Macroeconomic models

Volatility and risk
budgeting

Market intelligence

Technicals and trend
following

Economic Surprise Index

e

The phase of better-than-expected data has peaked

Economy holding up on service sector as consumer consumption max out credit cards
out and employment may be lifted by near-shoring. 2H-2023 remains the challenging
phase, as consumer savings deplete and 1 year of monetary policy takes effect.

The ESI (above centre) is a powerful indicator of coming stress. 3



Economic growth vs inflation surprise

Fundamentals souree:
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* US in sweet spot, benefit “near-shoring” and Biden’s IRA package.

* China, no economic rebound with room for PBoC to loosen policy

» Euro Area, a stagflation scenario

* UK, caught in; systemic low productivity, Brexit self-inflicted harm ...

* Sweden, the Nordic epicenter of rising interest rate effect via real estate 24




Fundamentals
.. Consumernr
consumption

Macroeconomic models

Volatility and risk
budgeting

Market intelligence

Technicals and trend
following

Excess Savings

Households have worked through some, but not all, excess savings

/ Personal savings (seasonally adjusted) Excess savings
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Consumer spending:

... Just as the maximum impact of monetary

Excess CoVid savings, getting depleted
Consumers credit card debt soaring

tightening is about to land 2H2023
Construction spending:

Construction strength is merely post-
Covid pent up demand.
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Volatility and
Risk budgeting

Macroeconomic models

Volatility and risk
budgeting

Market intelligence

Technicals and trend
following

Stock / Bond covariance
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Correlations have turned random

The 60/40 passive fixed combination is based on the assumption of constant negative
correlations. That is despite this being more an exception than a rule over the past 10
years — just as the entire year 2022 is a constant reminder.

When the diversification benefit is low, there is not much to be gained from diversifying.

Cash and alternatives should then be meaningfully increased.
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Market
iINntelligence

Macroeconomic models

Volatility and risk
budgeting

Market intelligence

Technicals and trend
following

Financial Conditions

RoC =——Level

Financial conditions remain positive ...
Market anticipation of Fed peak lift risk willingness.

A measure of global cross-market measure of risk, credit conditions, hedging demand(volume, skew)
and investor flows in the financial system.

The component may move quite fast in both directions reflecting the bi-polar nature of financial
market participators' perception of risk and risk premia.
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Technicals

Macroeconomic models

Volatility and risk
budgeting

Market intelligence

Technicals and trend
following

Y
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Short-term positive. Odds favour positive return for stocks as a risk proxy on a
one month horizon.
Medium-term trend is turning positive.

Trend strength in the various market is an expression of the persistence of the
currently existing trend.
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Current status

Macroeconomics
Policy rates higher for longer.
The point was not peak inflation,

| nor peak Fed, but persistency in

level.

China housing bubble to stymie
Grand Reopening 2.0.

US Fed likely to tighten further to
push growth lower to get inflation
closer to target.

Technicals

Medium-term trend in risk assets
breaks to the upside, effectively
closing the 2022 bear market.
Short-term technicals keep
switching between buy/sell.

Market Risk and market intelligence

US financial conditions surprisingly
improve, as opposed to European which
deteriorate.

Powell is likely again to attempt verbally to
correct financial markets. Mr Market
expectations for policy rate cuts are out of
step with Fed and economic data.

Volatility and risk budgeting

Portfolio risk is unattractive. Volatility now
in the low end of channel and correlations
has turned stochastic.

The correlation & volatility patter has
adapted to a new regime starting around
Sep 2021.
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China's exports hurt by global consumption slump

Monthly exports, year-on-year growth (%)

% China credit conditions worsen
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“Grand opening 2.0” - already
sputtering
China, Purchasing Managers Index, SA, Index s China, Russia's war on Ukraine has ShOWh
PBoC May 2022 stimulus 525 the cards of not just Russia, but also China.
o -50.0 . .
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Changing demographics NewBsportorders | 1 opposed to the post-WW2 “rules based
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Manufacturing rebound is not quite stable, as
global demand is fading



Mlicro risk -
Equity breadth

“New economy”, again

Equities are far more aligned with bonds
on scenario of lackluster activity/sticky
inflation than meet the eye

The US super-7 are up 50% YTD, the rest of the US market is
flat: returns highly concentrated

2020-2021: big winners 2022: big losers 2023 YTD: big winners again
300 110 160
Super-7
- 150 portfolio
250
Super-7 140
portfolio g0
Ex Super-7 B
200 portfolio 130
80
120
Lol Ex Super-7 70 )
partfolio 110
&0 Super-7 Ex SU!JE_PV
100 portfolio 100 porifolio
50 90
50 Dec-21 Jun-22 Dec-22 Dec-22 Mar-23

Dec-18 Jun-20 Dec-20 Jun-21 Dec-21
Past performance is not a guide to future performance and may not be repeated.

Large-7 portfolio is pertfolio of seven largest companies in MSCT USA by free float market capitalisation as at 31 December 2021, These are Apple, Microsoft, Alphabet (Google), Amazen, Tesla, Meta (Facebook),
Nvidia. Ex Large-7 Is a portfolio of the remaining constituents of MSCL USA. Data to 31 May 2023, Source: Refinitiv, Schroders. Please see relevant disclaimers on slide 39

1 Schroders
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Disclaimenr

This document is informative and confidential and includes information intended for
institutional or professional investors. It can only be read by the person to whom it is
addressed. The contents of this document may not be reproduced without the prior
written permission from Origo Consulting. The information contained herein has been
obtained from sources deemed reliable, however the production of this information may
contain errors or omissions that have escaped our vigilance and Origo Consulting or its
representatives have no responsibility for the information.

Any views or opinions expressed in this presentation are solely those of the author and
does necessarily represent those of Origo Consulting. Unless otherwise stated, this
presentation is not investment research.

The information is not intended to provide recommendations, and should not be relied
upon, for accounting, legal, tax advice or investment purposes. You should consult your
tax, legal, accounting or other advisers separately. Nothing in this information summary
should be construed as an offer, invitation or general solicitation to invest or to engage in
any other transactions.

This presentation should not be considered as a recommendation or an offer to sell
financial instruments. The past performance of a product does not represent its future
performance and the value of the investments may vary up or down. Investors must make
investment decisions based on their financial position and their objectives of investment in
light of the regulations which are applicable to them. Origo Consulting can not be held
liable for any direct or indirect result of using this document. Origo Consulting can not be
held responsible for direct or indirect damages resulting from the use of this document.
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