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The week in seven charts

Lundl, 07/04/2022

Commodities roll over and bond yields move lower as
global demand soften

Last week saw the main equity indexes giving up a portion of the previous week’s gains, as the market now anticipates that the Fed’s fight against inflation
would push the economy into recession. US inflation and rate hikes anticipation are moving lower. Bond yields and commodity prices as well. Each week, the
Syz investment team takes you through the last seven days in seven charts.
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Chart #1 - Worst-ever first half for a 60/40 portfolio

Last week the S&P 500 index posted its worst first half of a year since 1970. It also happened to be the worst-ever first half for multi-asset portfolios. A US
60/40 (equities/fixed income) portfolio fell 20% through June. The last eight times the S&P 500 fell during a calendar year, bonds finished the year higher,
cushioning the blow. So far in 2022, it has been very different, with stocks and bonds both declining more than 10%, something we've never seen.

This double bear market also implies massive wealth destruction. Global equity and debt capital markets lost $31 trillion in the first six months of the year, the
largest destruction of wealth ever recorded.

S&P 500 Total | Bloomberg | 60/40 Portfolio
Return US Agg Index| (S&P 500/
Year (Stocks) TR (Bonds) | Bloomberg Agg)
1977 -7.2% 3.0% -3.1%
1981 -4.9% 6.2% -0.5%
1990 -3.2% 9.0% 1.7%
2000 -9.1% 11.6% -0.8%
2001 -11.9% 8.4% -3.7%
2002 -22.1% 10.3% 9.2%
2008 -37.0% 5.2% -20.1%
2018 -4.4% 0.0% -2.6%
2022 YTD -20.0% -10.4% -16.1%
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Chart #2 - US Economic data continue to surprise on the downside

Since the end of April, US macro data have continued to disappoint. Atlanta Fed Nowcast has revised second-quarter real GDP growth lower at a very fast
pace. With a -2% contraction now expected, the US economy may already meet the technical definition of a recession: two successive quarters of negative
growth, following an already-negative first quarter.

Evolution of Atlanta Fed GDPNow real GDP estimate for 2022: Q2
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Chart #3 - Commodities are showing early signs of rolling over

While commodities were by far the best performing asset class in the first half, more recently we have seen commodity markets weaken again as global
demand may soften. Weakness in commodities includes metals, food and agriculture, and even energy markets.
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Commodity Prices: Copper and WTI Crude Oil

Source: Fact5et
Source
FactSet

One of the key macro numbers published last week was the US Core PCE (Price Consumption Expenditures). The index fell to 4.7% in May, its third straight
monthly decline. Note that the PCE is the Fed's "preferred measure of inflation," and may have an impact on rate hike expectations. With both growth
expectations declining and inflation surprising on the downside, government bond yields are moving lower. The yield on US 10-year Treasuries crashed below
3% on recession fears after the ISM June purchasing managers index, a measure of US manufacturing activity, fell to a two-year low as new orders contracted.
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One consequence is that inflation expectations are starting to tumble. US inflation break-evens are at their lowest levels since September 2021. Fed rate hike
expectations are also drifting lower.
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Electricity rates in Germany are about six times higher than in early 2021. This rise is weighing heavily on inflation and denting both consumer and business
confidence. Another risk from rising energy input prices became visible last week: German utility company Uniper has applied for state aid because it is getting
less cheap Russian gas. Gas prices have increased ten-fold since 2020 and German consumers face a significant price shock.
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Rising energy costs threaten to push the eurozone into recession. As a consequence, traders are paring back their European Central Bank rate hike bets,
leading to renewed euro weakness. Meanwhile, the Swiss franc rose to parity with euro for the first time since March. A stronger franc seems to be what the
Swiss National Bank asked for... Note that the Swiss franc was the only gainer among G-10 currencies against the US dollar in June.



Key Level

Franc at parity with euro for first time since outbreak of war in Ukraine
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Disclaimer

Le présent document a été publié par le Groupe Syz (ci-aprés dénommé «Syz»). Il nest pas destiné & étre distribué ou utilisé par des personnes physiques ou morales
ressortissantes ou résidentes d’un Etat, d’'un pays ou d’une juridiction dans lesquels les lois et réglementations en vigueur interdisent sa distribution, sa publication, son
émission ou son utilisation. Il appartient aux utilisateurs de veérifier si la Loi les autorise & consulter les informations ci-incluses. Le présent document revét un caractére
purement informatif et ne doit pas étre interprété comme une sollicitation ou une offre d’achat ou de vente d’instrument financier quel qu’il soit, ou comme un document
contractuel. Les informations qu’il contient ne constituent pas un avis juridique, fiscal ou comptable et peuvent ne pas convenir a tous les investisseurs. Les valorisations de
marché, les conditions et les calculs contenus dans le présent document sont des estimations et sont susceptibles de changer sans préavis. Les informations fournies sont
réputées fiables. Toutefois, le Groupe Syz ne garantit pas I'exhaustivité ou I'exactitude de ces données. Les performances passées ne sont pas un indicateur des résultats
futurs.
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