FIDEURAM
INTESA S\NPAOLO
PRIVATE BANKING
Asset Management

MACROECONOMIC SCENARIO

The past few weeks have seen rather disappointing developments in economic activity indicators in all the major areas of
the global economy, but particularly in the US, where July's business confidence data in the manufacturing sector and,
above all, labour market conditions were significantly weaker than expected. Combined with the significant downside
surprises on inflation in May and June, the deterioration in the labour market makes a more aggressive stance by the Fed
more likely at future meetings starting in September, with the market now pricing in well over 100bp of cuts by the end of
the year. In the Eurozone, however, inflation surprised to the upside in July but this is not likely to deter the ECB from
cutting rates again at its September meeting. Contrary to the other major advanced economy central banks (but in line with
our expectations), the BoJ raised rates by 15 basis points at its meeting at the end of July.

EQUITY MARKETS

The recent increase in the probability of recession across all asset classes left us with a limited
// /\\ overweight in equities, following the reductions made in recent months. US valuations factoring in

growth rates beyond the one-year horizon, a round of weaker macroeconomic data and some

technical (positioning, yen carry trade) and sentiment elements probably amplified the downward

move. However, some volatility can be expected in the coming months until it is clear whether the
macro scenario continues to hold. Against this backdrop, we maintain a modest overweight in equity markets, with a
geographical preference for the UK market. We remain neutral on the other areas, carefully assessing both macro
developments and the opportunities that may arise if the correction continues.
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BOND MARKETS
The portfolios are overweight in duration, mainly through the overweight in investment grade
/ \ corporates and subordinated financials. The idea of seeking sources of additional carry over
government bonds, given the low equity risk, has led us to look at credit, which has a strong base rate
contribution and better quality issuers; it therefore appears more resilient in terms of total return in

various contexts.
We remain underweight lower quality credit, particularly high yield, which, as we have seen recently is vulnerable in less
favourable cyclical phases, and emerging market debt, which appears more exposed to volatility.
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Summary View Investment View

EQUITY MARKETS /
We maintain our overweight in European equities, concentrated in the UK market. Post-
election, the institutional and political environment looks more robust, justifying a EUROPE

reabsorption of the valuation discount to other markets that opened up after Brexit. DD D
Fundamentals also appear sound and some institutional investors (pension and A
insurance funds) have historically low positioning.

SLIGHTLY

. POSITIVE

In the US, we have been reducing our exposure since last month after a prolonged 0
t overweight as valuations approached levels that discount earnings beyond the one-year UNITED STATES
al horizon. We do not currently see the conditions for a significant decline in earnings and
valuations and are monitoring macroeconomic developments and the duration of the DD D
market correction to assess potential opportunities, including sector opportunities. e
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: Since the spring, we have withdrawn our preference for Japan after the sharp rises of JAPAN
| the previous months, as we felt that equity prices already reflected fundamental
progress in the short term. The current level, after the downturn, seems more in line
HEeE N

with the scenario and, in particular, with the impact of the Bol's restrictive measures on
the currency.

NEUTRAL

We continue to maintain a neutral positioning towards emerging equities. Valuations

are attractive both from a historical perspective and in relation to other geographical | EMERGING MARKETS
+ blocks, particularly towards the markets of developed countries. The possible impact of

the US elections on trade policy and China's internal difficulties lead us to adopt a more DD A |:|
cautious and selective approach. NEUTRAL

BOND MARKETS

.As the beginning of the Fed's rate cuts approaches, expected in September, the market
i has started to incorporate a significant cycle of reductions. Both the U.S. and German

; GOVERNMENT yield curves now reflect monetary policy interventions compatible with a marked
slowdown/moderate recession. We are, therefore, reducing our exposure within our

I:H:‘ A 7D portfolios in a context of neutrality and adopting a tactical approach in case rates

NEUTRAL return to levels of interest for increasing exposure (4.0-4.1% for the U.S. 10-year; 2.4%-

{ 2.5% for the German 10-year).

The portfolios adopt a strategy of overweighting duration through high-quality credit

investments to benefit from high overall returns that still ensures a strong contribution

' DD |:| from the base rate and improves resilience during less favourable economic cycles and
o . g i

period of high volatility, such as the recent one.

CORPORATE

SLIGHTLY
POSITIVE

’We have maintained a negative positioning towards the asset class for a long time, ®
preferring cyclical risk through the equity component and seeking carry through higher

: HIGH YIELD quality to avoid risks associated with the weaker parts of the market during a
D- |:| prolonged period of high interest rates.

SL.GAHTLV The most recent adjustment makes the spread levels less tight, but we continue to

1 NEGATVE prefer gradually increasing risk exposure, should recessionary scenarios prove to be

neither imminent nor prevalent, through equities.

We maintain a neutral position towards emerging countries. Total return is high, but
* EMERGING MARKETS | the macro picture looks more mixed, the disinflationary process is not linear and the

Jos* DD D upcoming US elections (with varying effects across countries) are contributing to
A ) volatility and increased investor selectivity. We hold a preferential position in relation
B to Indian bonds.
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DISCLAIMER:

This material has been prepared by Fideuram Intesa Sanpaolo Private
Banking Asset Management SGR S.p.A., which is an asset
management company enrolled in the register of the asset
management companies held by the Bank of Italy no.12 and belonging
to the Intesa Sanpaolo banking group (“Fideuram Asset Management
SGR” or “SGR’).

This material has been prepared based on data processed by
Fideuram Asset Management SGR (and by other companies of Intesa
Sanpaolo banking group) and based on publicly available information
or other third-party sources; the opinion offered are based on sources
considered reliable and in good faith. Fideuram Asset Management
SGR does not guarantee the accuracy, completeness and reliability of
the data and information contained in this document and declines any
responsibility in this regard.

However, non-declaration of guarantee, explicit or implicit, is offered
the SGR on the accuracy, exhaustiveness and correctness of the
information. The opinions and forecasts herein are formulated
exclusively in reference to the document’s date of writing, and there is
no guarantee that results, or any other future events, will be consistent
with the opinions and forecasts contained herein.

None of the contents of this communication, or of any attached
documents, should be understood as research on investment matters,
or marketing communication, or as an offer, inducement, invitation,
solicitation or recommendation to buy or sell any security or financial
instrument or service or to pursue any investment product or strategy
or otherwise engage in any investment activity or as an expression of
an opinion as to the present or future value or price of any security or
financial instrument, nor as consulting on investment matters, of legal,
fiscal or other nature. The information contained in this material may
change as subsequent conditions vary.

The data, unless otherwise specified, do not take into account the
applicable tax regime.

This material may not be distributed or used for the purpose of offers or
solicitations in the United States or in Canada or towards individuals
resident in any jurisdiction or in any circumstances in which such offers
or solicitations are unlawful or not authorized, or where there would be,
by virtue of such distribution, new or additional registration
requirements.

The SGR and its employees cannot be held liable for any potential
damages (even indirect or accidental) deriving from the fact that
someone may have relied on the information contained in this
communication and/or in any attached documents, and is not
responsible for any errors and/or omissions in the aforementioned
information.

This communication and its contents, including the contents of any
attached documents, may not be reproduced, redistributed, directly or
indirectly, to third parties or published, in its entirety or in part, for any
reason, without the prior written consent of the SGR.
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