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February 2020

Summary: Virus hits stocks, boosts safe haven assets

Driven by the spread of Covid-19 outside Asia, February proved a difficult month for
global equities (-7.6% in local currency) whilst safe haven assets extended their
gains, with longer-dated US bond yields recording all-time lows.

In February:

» Covid-19 outbreak outside Asia triggered a broad equity sell off;
» Central banks signalled intention to act to support the global economy;
» US bond yields touch record lows as investors seek safety.

Global equities fell sharply toward month-end in what was the worst week for the
asset class since the peak of the GFC in 2008. To date, the WHO has raised its
risk assessment to “very high” but refrained from labelling the situation a pandemic.
lllustrating risk-off sentiment, Gold prices touched a seven-year high ($1,688 per
ounce) during the month, but then saw its biggest one-day decline in several years
in the last trading day of the month on the potential for interest rate cuts by the US
Fed. Oil, meanwhile, continued its year-to-date slump (-10.8% in February) on fears
of a global economic slowdown.

US: Soft manufacturing, Trump acquitted, Fed cut in March

Having left rates unchanged in January, Fed Chair Powell pledged to “act as
appropriate” to support the economy as the Federal Reserve announced an
emergency rate cut of 50 bps in the second trading day in March, citing risks to the
outlook from the virus outbreak. Prior signalling, along with virus fears, led to a rally
in US treasuries and pushed vyields on longer-dated bonds to record lows. In
economic news, retail sales — which accounts for roughly two-fifths of consumer
spending, and almost one-third of GDP — increased 0.3% month-over-month in
January, lifted by auto purchases which rebounded after falling in December.
Meanwhile manufacturing activity slowed in February, with the ISM PMI at 50.1, as
new orders contracted. President Trump was unsurprisingly acquitted of both
impeachment charges by the US Senate where a two-thirds majority vote would
have been needed to remove him.

Europe: Virus fears grip Italy, PMIs, Germany improving

Fears of an accelerating outbreak of Covid-19 in Europe — with Italy being particularly
affected — led the Eurostoxx 50 equity index lower by 8.4% in the month as investors
abandoned risky assets. Prior to Covid-19, however, the economic picture appeared
to be stabilizing in the bloc, though the manufacturing PMI at 49.2 in February
remained in contraction territoryl. Germany — the biggest economy in Europe — saw
an improvement in factory activity with the manufacturing PMI above forecast at 48,
while the closely-followed Ifo survey saw an improvement in wider business morale in
February. The Ifo institute warned, however, that the survey might not fully reflect the
potential economic fallout from the spread of Covid-19.

Asia: China stimulus amid virus outbreak, Japan

In a widely expected effort to counteract the disruption associated with the Covid-19
outbreak, China’s central bank cut some of its benchmark lending rates, making
financing available at lower cost to businesses. Investors are anticipating further
stimulus from Beijing after February PMI data slowed to an all-time low at 35.7, as
manufacturers and workers are only slowly returning to business after an extended
lunar new year. In Japan, the economy is nearing a recession even before Covid-19
reached the country. The economy shrank by 1.6% in Q4, its fastest pace in 6
years, partly impacted by an increase in sales tax from 8 to 10%.
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Manufacturing PMIs are economic indicators derived from
monthly surveys of companies (>50= expansionary,

<50=contractionary).
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This document is strictly confidential and produced by Rothschild & Co for information purposes only and for the sole use of the recipient. Save as specifically agreed in writing by Rothschild & Co, this
document must not be copied, reproduced, distributed or passed, in whole or part, to any other person. This document does not constitute a personal recommendation or an offer or invitation to buy or sell
securities or any other banking or investment product. Nothing in this document constitutes legal, accounting or tax advice.

The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original investment. Past performance should not be taken as a guide to future
performance. Investing for return involves the acceptance of risk: performance aspirations are not and cannot be guaranteed. Should you change your outlook concerning your investment objectives and / or
your risk and return tolerance(s), please contact your client adviser. Where an investment involves exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, and the
income from it, to go up or down. Income may be produced at the expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning returns are derived from both capital
appreciation or depreciation as reflected in the prices of your portfolio’s investments and from income received from them by way of dividends and coupons. Holdings in example or real discretionary portfolios
shown herein are detailed for illustrative purposes only and are subject to change without notice. As with the rest of this document, they must not be considered as a solicitation or recommendation for separate
investment. Although the information and data herein are obtained from sources believed to be reliable, no representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no
responsibility or liability is or will be accepted by Rothschild & Co as to or in relation to the fairness, accuracy or completeness of this document or the information forming the basis of this document or for any
reliance placed on this document by any person whatsoever. In particular, no representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or
forecasts contained in this document. Furthermore, all opinions and data used in this document are subject to change without prior notice.

This document is distributed in the UK by Rothschild & Co Wealth Management UK Limited. Law or other regulation may restrict the distribution of this document in certain jurisdictions. Accordingly, recipients
of this document should inform themselves about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither this document nor any copy thereof may be sent to or taken
into the United States or distributed in the United States or to a US person. References in this document to Rothschild or Rothschild & Co are to any of the various companies in the Rothschilds Continuation
Holdings AG Group operating / trading under the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of the Rothschild & Co companies outside the UK, nor companies
within the Rothschild Trust Group are authorised under the UK Financial Services and Markets Act 2000 and accordingly, in the event that services are provided by any of these companies, the protections
provided by the UK regulatory system for private customers will not apply, nor will compensation be available under the UK Financial Services Compensation Scheme. If you have any questions on this
document, your portfolio or any elements of our services, please contact your client adviser.

The Rothschild & Co Group includes the following wealth management and trust businesses (amongst others): Rothschild & Co Wealth Management UK Limited. Registered in England No 4416252.
Registered office: New Court, St Swithin’s Lane, London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority. Rothschild & Co Bank International Limited. Registered Office: St Julian’s
Court, St Julian’s Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co
Bank AG. Registered Office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by Eidgendssischen Finanzmarktaufsicht FINMA.
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