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CAP | i CrossAsset Allocation Summary
In November, our Risk Allocation Index has dropped to negative for the first time since Spring 2020 (P.42)

Hence, in our risk allocation, we now underweight Risk assets for the first time here in 2021. At the same tim - N (*) +
overweight Cash/Hedge Assets. Cash ]
Hedge Portfolio -
In recent months, most activity indicators (ex, Metals prices) suggest that a global slow down started in Q3. Risk Portfolio I
At the same time, most price data suggest that inflation moves higher across supply chains from crude to fine - N A
Global liquidity, a key driver of risk assets in recent months, hasaelerated.
Cost pressures continue to mount at a surprising pace. As a result, both Real household incomes and corpo . .
profit margins suggest that an economic slowdown will continue into Q1 2022. —
According to our global GDP model, the global economy has slowed to 3.5% at the start of Q4, down from 5 " < " o
the start of Q3. Furthermore, our sinth lead model for global GDP suggests that this slowing will continue in (- ¢ “® °*
2022 to below 2%! © corporate (50) -
USD Gwt. Long (EUR) [ ]
For investors, the question is now how fast and how hard the GDP cooling will become? The answers to the: <" > (5P ¢HP) . L] =

questions are linked to both the inflation and the liquidity cycle. If the high inflation is seen as out of control ai g : -
sustainable, funding rates will rise while cost inflation will slow the economy. If Central banks, on the other han
are correct, and inflation will cool off when shdgrm supplychain disruptions are resolved, funding rates will - N *

not aggressively shoot up, and liquidity will hence stay positive. Time will tell. High Yield Bonds L
EM Debt e

For now, we allocate with caution. That means that we follow the guidance of our Risk Allocation Index (P.42) E;“’pee_‘f‘ Eauites -
US Equities

reduce allocation to our Risk PortfolicMD, High Yield, and EM equities are unchanged in UW. We reduce
exposure to US & JP stocks from Neutral to UW. We also remove our OW positions in Core Equities & Europe
Equities to now Neutraln our Hedge&Caskortfolio, OUR DREX scores for EU rate markets are too poor for an 3
upgrade. Instead, we upgrade USD (& US 2Y rates) from Neutral to OW. And Cash from Neutral to a double (2 =" :
position. Both IG & Long US bonds are kept in a Neutral position. — Previous Position

(*) Our Factor Portfolio
- Current Position
(*) () Underweight positions: -25%, <10%
(+) Overweight positions : >+10%, >+25%
(N) Neutral position 5%, <+5% 9
(**) Sector and factor portfolio

EM Equities
JP Equities




e Summary on Macro Climate

»
CAP
Top-Down Macro Filters and Risk Allocation Index
A Output Cycle has just shifted phase as the output gap has closed and actual output now exceeds potential.

A Liquidity has in recent months made a positive shift back into Easy CeeBlltase where assets typically perform the best.
A Inflation has been the most negative factor for risk assets for months. We now estimate that the cost pressures are affedtimgir other climate indicators, namely GDP. The cooling of GDP moving

Q1 2022 is now estimated to be severe.

A In total, our fourclimate indicator framework is now moving our CAP Risk Allocation index (see page 42) into negativéirédtithe since spring 2020.
A Our Risk Allocation index has recently moved from a high positive in April, to a low positive score from April to Ochibesmber, the index moved into negative territory not seen since June 2020.
A This suggests that investors should keep risk assets in an underweight position, and hedge & Low Risk assets in overweight.

Top-Down Macro Filter input

A The higher inflation showings dominate the current macro environment, with OECD inflatieR1(sapa 15year high. Inflatioexpectations are slowly but surely following the lead from current inflation
expected inflation continues higher in the coming months, an era oflvedlaved inflation may be ending. Higher wage inflatod steeper yield curves could follow.

A The global economy is slowing! The question is now how fast and how hard the cooling will become? The answers to thesagidéiatied to both the inflation and the liquidity cycle. If inflation is see
as out of control and sustainable, funding rates will rise while cost inflation will slow the economy. If Central bah&stlerthand, are correct, and inflation will cool off when shiemm supplychain
disruptions are resolved, funding rates will not aggressively shoot up, and liquidity will hence stay positive.

A The US output gap has again closed, as already seen just before the Corona crisis. Since the late 1990s, each timg#pheastplosed, economic slowdown has followed within 12 months.

Global Economy

A In recent months, most activity indicators (ex, Metals prices) suggest that a global slow down started in Q3.

A At the same time, most price data suggest that inflation moves higher across supply chains from crude to final.
A Global liquidity, a key driver of risk assets in recent months, hasaelerated.

US Data

AckKS ' { SO2y2Yeé KIFIad 0SSy RNAGAYy3a (KS At 20lf Wy2NNItATFGA2YQ &af26R246Y D

A Many activity indicators like ISM New orders, Consumer Confidence, Philly Fed Future Capex & LEI are now close t@their 5Y av

A The key part of US GDP, private consumption, is still underpinned by the job market, financial conditions, and crediisétwlitever, real income data suggests that weaker total consumer spending
maybe on its way.

Regional Data

A According to European PMI and German activity surveys, the European economy is softening following the very strong grenttirmerer the summer.

A Asian economy appears to be three months ahead of Europe in the business cycle. Moreover, leads suggest that the regiogas gicking up in Q4 following a relatively soft Q3.
A A somewhat worrying sign for global activity is the weakening of profit margins Bioah&Crud® Final Margins are, according to our Proxy index, significantly below the 5y trend.

Global Leads

A Our global GDP model indicates that on a yezr-year basis, the global economy has slowed to 3.5% at the start of Q4, dmwib% at the start of Q3. According to ouméh lead model the slowing will
continue in Q1 2022 to below 2%.

A Alsoour Nowcasting model shows that global growth (g/q an) has weakened further and is below thtetrarayerage growth momentum.

A During the Corona crisis, the performance of risk assets like S&P500 has closely followed our Now Casting model. Gursotignsber 2021, the Now Casting growth has moved down from a peak
8.4% to now (Aug) 2.7%. Still, risk asset performance has kept up a solid expansion pace!
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Equities:

us

A Stronger Macro backdrop (Oct. 2021) due to manufacturirgaeeleration

A Valuation is still the main headwind factor. Valuation is still +30% above theédamgtrend

A Earnings support has weakened a bit as stemn EPS momentum is normalizing.

A Strong Positioning indicates that investors are confident that the US market okl

EU

A Earnings support is positive (Oct. 2021) and now comparable to the US.

A Gaining Macro support due to FX, Jobs, commodities, and manufacturagrederation.

A Valuation is currently in neutral territory.

A Investor positioning indicates confidence that the current uptrend is sustainable.

EM

A We continue to think that EM equities are less attractive than DM equities (e.g., see our DREX score)

A Earnings support is still positive, but the shtetm EPS momentum decelerates sharply.

A The weak EPS momentum is likely to have affected positioning negatively.

A Valuation is currently close to the lotegrm average and hence a markegutral factor.

JP

A Weaker Macro support than seen from regional peers (US/EU). FX and Maaaéeleration (Oct.) are
positives.

A Earnings support is still a significant positive, with EPS revisions running close to 7% (three

A Japan is still a regional Valoase

A Positioning indicates that investors are confident tiiapixwill follow the global equity uptrend.

Credits:

HY

A Solid business cycle indicators keep Macro support positive.

A Valuation and Carry are key headwind factors.

A Investor positioning indicates that investors feel less confident. Still, the confidence level is close to being
record high, as suggested by the expected default rate currently at a record low level.

EMD

A Inrecent quarters, both Valuation and CaRyll have been headwind factors for EMD performance.

A Macro support is positive due to commodity prices, manufacturing sector rebound, and job recovery (late
cycle).

A The positioning has in recent months turned negative, which may indicate that investors share our negativ
return expectations.

IG

A Eurbased IG Corporates uphold very negative Valuation and Carry return scores.

A Macro support has weakened due to higher crude and consumer inflation.

A A negative positioning score indicates that investors see higher inflation as a headwind for the asset class.

Asset Classesd{

Government Bonds:

GE2Y

A The expected performance (DREX) for 2Y Euro gov bonds is firmly negative.

A Higher inflation readings have slightly weakened Macro support.

A Valuation is still negative, with a Fair value rate of 1.68%.

A Positioning indicates that investors stay underweighted in the short bond segment in Eur.

GE10Y

A carryRoll score has improved due to the recent curve steepening.

A Valuation is still a significant negative with a fair value rate of around 1.7 pct.

A Higher EU inflation has eroded macro support but is most likely also the main factor behind negative

Positioning.
us1oy
A Inflation is eroding Macro support
A 10Y yield is up 25bps in three months. This keeps ¢alirin Neutral in contrast to EU 10Y
A With a fairvalue rate of around 2.7%, the Value score is still negative.
A The negative shift for Positioning indicates that investors fear that QE tapering leaves the long end
unprotected.
us2y
A c2tt26Ay3 Chal/ Qa RSOA&AZ2Y (G2 &GFNI v9 Gl-bISNAYy3IAS | Fd
A Macro support has for long indicated that rates should be higher, taking into consideration the
GDP&Inflatiormix.
A The valuation score has dropped again as our Taylorlfasied fair value rate has moved up, now
estimated at 4.5% for the 2'Ybll.
FX
UsD
A Our DREX score now suggests a slight overweight of USD vs. EUR.
A ¢KS RNRBLI AY /I NNEB F2NJGKS !'{5 KIFa ai2LIISR 2y (KS ol O}
A al ONBP {dzLJLI2NIG A& 4 GKS alyS GAYS 6SF{1SyAy3a | a wz2dzi :

commodities are both eroding factors.
A Positioning is still suggesting that investors have confidence in the Greenback.
JPY
A Macro support has weakeneas a consequence tife riskon environment.

é& Valuation is positive, as suggested by JPYEUR PPP.

A Carry to EUR is no longer improving, and the score is now neutral.

A Positioning is again weakening following the confidence boost due to new PM Kishida

CHF

A Macro support has weakeneas a consequence tife riskon environment.

A cCarry s still a positive driver for CHF

A The positioning has improved, which might indicate that investors fear the consequences of tightening
steps by ECB.
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Stronger Macro backdrop (Oct. 2021) due to manufacturirgaeeleration
Valuation is still the main headwind factor. Valuation is still +30% above theédamgrend

Earnings support has weakened a bit as stemn EPS momentum is normalizing.
Strong Positioning indicates that investors are confident that the US market is still

US Equities
S&P500
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US Equities

Asset Class Details

-3m -1y

yid

Performance

DREX Score (*)

Macro 0.7 0.4
Valuation -2.0 0.0
Earings 1.0 0.0
Position 2.0 3.0
Total 0.7 0.4

Change in %/ levels
Total return 9782  6.4% 6.7% 37.9% 26.1%
Trend EPS Growth 40.1% 29.3%
Fwd EPS rev 3 mth 2.5% 4.9%

Valuation to Trend 137.8 132.4

6.7% 37.9%

28.6% -14.0%

6.2% 5.1%

137.0 134.3
Change in points
-0.5 0.5

0.0 -1.0

-1.0 1.0

1.0 3.0

-0.3 0.1

(*) DynamicReturn_EXpectations Index.

Scale: -2 to +2

Risk Profile(*)

Ann. Standard Deviation

Ann. Sharpe Ratio

Maximum Drawdown

Monthly Value at Risk (95%)
Monthly Expected Shortfall (95%)
Bond Correlation

Stock Correlation

Balance Correlation

19.4%
0.28
63.5%
-8.3%
-10.3%
-0.20
0.84
0.81

(*) Based on weekly data since 1997
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US Equities - 2-

S&P500
US Unemployment (#) US stock indicies
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Earnings support is positive (Oct. 2021) and now comparable to the US. European Equities
Gaining Macro support due to FX, Jobs, commodities, and manufacturaugeteration.

Valuation is currently in neutral territory.
Investor positioning indicates confidence that the current uptrend is sustainable.
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European Equities
MSCI Europe (EUR)

Asset Class Details

10-Nov  -1m -3m -1Y ytd
340 ‘ . 60 Performance Changein %/ levels
>20 ' 40 Total return 323 5.2%  3.6% 42.7% = 23.29
300 S e, 20 Trend EPS Growth 43.2%  41.0% 24.6% -27.6%  -27.99
280 I s g T 0 Fwd EPS rev 3 mth  6.1% 8.6%  9.7% 6.0%  8.2%
260 -20 Valuation to Trend ~ 103.6 97.1 106.0 1020  101.8
240 e ¥ 40 DREX Score (*) e Changeinpoits
220 50 5 -60 Macro 0.9 0.0 05 03 -0.7
200 -80 Valuation 0.0 0.0 0.0 00 0.0
180 . - - i N
19 50 51 30 16 17 18 19 20 21 100 Earr_n.ngs 1.0 0.0 1.0 20 1.0
Position 2.0 4.0 1.0 3.0 2.0
mm MISC| Europe Total return index (EUR) 12m% chg MSCI Europe Trend Earnings C... Total 1.4 0.6 0.6 1.5 0.9
[R— « MSCI Europe - CAP Total DREX Score (RHS... e 3M% an chg MSCI Europe Fwd Earnings ... (*) DynamicReturn EXpectations Input Scale: -2 10 42
Valuation
- —
26 55 190 120 Risk Profile(*)
24 o Ann. Standard Deviation 18.5%
22 - o 110 Ann. Sharpe Ratio 0.15
20 1.8 ) .
18 100 100 Maximum Drawdown 57.8%
16 L6 Monthly Value at Risk (95 -8.1%
12 1.4 20 20 Monthly Expected Shortfall (95%) -11.1%
10 1.2 80 80 Bond Correlation -0.29
19 20 21 16 17 18 19 20 21 Stock Correlation 0.82
MSCI Europe Forw PE (IBES) S~ MSCI Europe Valuation to trend (CAP) Balance Correlation 0.79
.......... MSCI Europe Price/Book (RH Scale) ..aaneae Trend valuation - five legs - 20Y () Based on weeKly data since 1997 -
* weekly Si

Source: Refinitiv Datastream, C.A.P
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MSCI Europe - 2 -

Earnings expectations IBES (#)
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We continue to think that EM equities are less attractive than DM equities (e.g., see our DREX score)
Earnings support is still positive, but the shtetm EPS momentum decelerates sharply.

The weak EPS momentum is likely to have affected positioning negatively.
Valuation is currently close to the lotgrm average and hence a marke¢utral factor.

EM Equities
MSCI Emerging Markets
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Emerging Equities

Asset Class Detalils

10-Nov -1m -3m -ly ytd
Performance Change in %/ levels
Total return 3052 15%  -0.4% 17.3%  3.0%
Trend EPS Growth 35.1%  36.3% 30.6% -14.1% -9.79
Fwd EPS rev 3 mth 0.6% 0.8% 3.0% 7.5% 10.19
Valuation to Trend 100.7 99.9 101.2 99.1 989
DREX Score (*) Change in points
Macro 03 05 01 07 -08
Valuation 0.0 0.0 0.0 0.0 1.0
Earnings 1.0 0.0 0.0 2.0 1.0
Position -1.0 1.0 1.0 -2.0 -2.0
Total 0.2 0.5 01 -01 08
(*) DynamicReturn_EXpectations Input. Scale: -2 to +2
Risk Profile(*)
Ann. Standard Deviation 22.9%
Ann. Sharpe Ratio 0.16
Maximum Drawdown 60.2%
Monthly Value at Risk (95%) -9.6%
Monthly Expected Shortfall (95%) -15.1%
Bond Correlation -0.2
Stock Correlation 0.78
Balance Correlation 0.77

(*) Based on weekly data since 1997

11
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MSCI Emerging Markets - 2 -
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New regulatory measures
by Beijing has eroded
investor confidence in
Chinese Consumer Disc
giants like
Tencent/Alibaba

12
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Weaker Macro support than seen from regional peers (US/EU). FX and Maaateleration (Oct.) are positives
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Japan is still a regional Valoase

Earnings support is still a significant positive, with EPS revisions running close to 7%tlhree

Positioning indicates that investors are confident thapixwill follow the global equity uptrend.

Japanese Equities
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: Japan Equities

Asset Class Details

10-Nov -Im -3m -1y yid
Change in %/ levels

Performance

Total return 2001 0.7% 5.3% 26.7% 12.59
Trend EPS Growth 51.2%  48.2% 34.4% -28.8% -25.69
Fwd EPS rev 3 mth 6.6% 8.6% 8.1% 2.2% 6.5%

100.4 96.6 949 94.8
Change in points

Valuation to Trend  96.0
DREX Score (*)

Macro -0.1 0.5 -0.3 -1.0 -1.8
Valuation 0.0 0.0 0.0 0.0 0.0
Earnings 1.0 0.0 0.0 2.0 2.0
Position 1.0 2.0 3.0 2.0 1.0
Total 0.4 0.7 0.5 0.4 0.0

(*) DynamicReturn_EXpectations Input. Scale: -2 to +2

Risk Profile(*)

Ann. Standard Deviation 20.6%
Ann. Sharpe Ratio -0.02
Maximum Drawdown 65.5%
Monthly Value at Risk (95 -8.3%
Monthly Expected Shortfall (95%) -10.7%
Bond Correlation -0.08
Stock Correlation 0.49
Balance Correlation 0.47

(*) Based on weekly data since 1997.
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Japanese EQUIUES "2- Thecommodities

pricetrend has
Metals & Oil prices (#)  Deemegative for
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Solid business cycle indicators keep Macro support positive.
Valuation and Carry are key headwind factors.

Investor positioning indicates that investors feel less confident. Still, the confidence level is close to bein

record high, as suggested by the expected default rate currently at a record low level.

Global High Yield (USD/EUR)
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Global High Yield

Asset Class Details

10-Nov -Im -3m -ly ytd
Performance Change in % / basis points
Total retum  1352.66 0.0% 2.1% 12.3% 10.8%
Rate Avg. 4.08 0 13 -113 31
Carry 415 23 17 -99 -22
Spread(bps) 3.39 -1 -17 -175 93
DREX Score (*) Change in points
Macro 10 01 03 14 09
Valuation -1.0 0.0 0.0 1.0 1.0
Carry -2.0 0.0 0.0 -1.0 0.0
Position -2.0 -1.0 -2.0 4.0 -4.0
Total -0.8 06 -07 07 -04

(*) DynamicReturn_EXpectations Input

Risk Profile(*)

Ann. Standard Deviatic 11.2%
Ann. Sharpe Ratio 0.35
Maximum Drawdown 34.5%
Monthly Value at Risk (95%) -4.8%
Monthly Expected Shortfall (95%) -6.9%
Bond Correlation -0.04
Stock Correlation 0.26
Balance Correlation 0.25

(*) Based on weekly data since 1997



Global High Yield
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Emerging Market Debt

Hard ccy
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In recent quarters, both Valuation and CaRypll have been headwind factors for EMD performance.
Macro support is positive due to commadity prices, manufacturing sector rebound, and job recovery (late

The positioning has in recent months turned negative, which may indicate that investors share our negati

return expectations.
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4. EMerging Debt (Harcky)

Asset Class Details

10-Nov -Im  -3m -ly  yid

Performance Change in % / basis points
Total return 42113  -0.2% 0.9% 6.6% 5.7%
Rate Avg. 3.72 8 34 1 52
Carry 378.6 34 41 11 50
Spread(bps) 3.03 9 -4 -69 -17

DREX Score (*) Change in points
Macro 06 01 07 01 01
Valuation -1.0 0.0 0.0 0.0 0.0
Carry -1.0 0.0 0.0 0.0 0.0
Position -2.0 0.0 -4.0 40 -3.0
Total -0.8 0.0 -0.8 -1.1 -0.8

(*) DynamicReturn_EXpectations Input

Risk Profile(*)

Ann. Standard Deviatior 4.6%
Ann. Sharpe Ratio 0.87
Maximum Drawdown 21.7%
Monthly Value at Risk (95%) -1.7%
Monthly Expected Shortfall (95¢ -4.0%
Bond Correlation 0.12
Stock Correlation 0.16
Balance Correlation 0.18
(*) Based on weekly data since 1997
17
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CAP

C Eurbased IG Corporates uphold very negative Valuation and Carry return scores.

|G Corporate rate risk

el G Macro support has weakened due to higher crude and consumer inflation.
Sytsaall C A negative positioning score indicates that investors see higher inflation as a headwind for the asset cl4

PARTNER

Asset Class Detalls

Investment Grade Fixed Income (Euro)

10-Nov -Im -3m -1y ytd
Performance Change in % / basis points
DREX Spread to 3mth/ 5y Gov Total return ~ 246.37 -0.8% -2.2% -1.6% -1.8%]
250 400 Rate Avg. 0.71 10 37 22 32
Real Rate -2.41 -1 9 -155  -126
243 300 Spread(bps) 068 -6 -6  -22 11
240 DREX Score (*) Changeinpoints |
235 200 Macro -0.1 -0.7 0.0 0.1 -04
: Valuation 20 00 00 -1.0 -1.0
230 " yh‘" n . AN 100 Carry 20 00 00 00 00
225 ,ﬂ"ﬁ,\ e M"'l.,,h.,.'m,‘."f N g Position 1.0 00 20 -30 -30
550 ! Wg“’" 0 Total -0.9 03 04 -08 -11
19 20 21 12 14 16 18 20 (*) DynamicReturn_EXpectations Index
T eiro) Cap Total DAGX Seore (R cale) 1 (EURG) coreac o e (805 Risk Profile(*)
Real rate Spread to 5y Swap Ann. Standard Deviation 3.2%
4 5 Ann. Sharpe Ratio 0.52
4 Maximum Drawdown 6.6%
2 3 Monthly Value at Risk (95%) -1.2%
! Monthly Expected Shortfall (95%)  -1.6%
0 2 Bond Correlation 0.62
; 1 Stock Correlation 0.10
3 0 Balance Correlation 0.19
12 14 16 18 20 12 14 16 18 20 (*) Based on weekly data since 1997
s~ |G (Euro) - Real rate (Macro model) S~ G Corp (EUR) . .1G Corp (EUR BBB)
..... IG (Euro) - Real rate 18mth MAV IG Corp (USD Baa) — == |G Corp (USD Aaa)

Source: Refinitiv Datastream, C.A.P
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|G Corporate rate risk
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CAP

Investment Grade Fixed Income (Euro) - 2 -

Eurozone PMI
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CAP

CarryRoll score has improved due to the recent curve steepening.

CORENHAGEN Valuation is still a significant negative with a fair value rate of around 1.7 pct.

Y Higher EU inflation has eroded macro support but is most likely also the main factor behind neg
Positioning.
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Asset Class Details

Eurozone Core Long Gov bong

10-Nov -Im -3m -1y yid
Performance Change in % / basis points
Total retumn 657.17 -1.2% -3.6% -4.6% -3.79
Rate Avg. -0.10 13 41 53 44.5
Fair value rate 1.68 16 26 153 141
Carry-Roll (bps) 40 7 35 51 42.34
DREX Score (*) Change in points
Macro 05 03 00 04 01
Valuation -2.0 0.0 0.0 -1.0 -1.0
Carry-Roll 0.0 1.0 1.0 1.0 1.0
Position -1.0 -1.0 -1.0 -1.0 -1.0
Total -1.5 -0.1 0.1 -0.6 -0.2
(*) DynamicReturn_EXpectations Input
Risk Profile(®) o
Ann. Standard Deviation 5.7%
Ann. Sharpe Ratio 0.48
Maximum Drawdown 10.4%
Monthly Value at Risk (95%) -2.0%
Monthly Expected Shortfall (959 -2.6%
Bond Correlation 1.00
Stock Correlation -0.24
Balance Correlation -0.14

(*) Based on weekly data since 1997 in EUR
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matter after
all!
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Inflation is eroding Macro support
10Y yield is up 25bps in three months. This keeps-cahrin Neutral in contrastto EU 10Y

With a fairvalue rate of around 2.7%, the Value score is still negative.

The negative shift for Positioning indicates that investors fear that QE tapering leaves the long

unprotected.

Has

inflation
expectations
peakecdor
found a new
leveP

US Long Gov Bonds (EUR
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