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Weekly Trading Information — Markets update

Equity markets rebounded snapping a two week losing streak, with Europe posting this time a better performance than the US. The
sentiment in Eurozone equities was boosted by, what it seems, an avoidance of new elections in Germany as the SPD and the Greens,
offered potential support to a Merkel minority government. On Thursday, the Eurozone PMI (Purchasing Managers Index) was
announced at its highest level in almost 7 years. Although the PMI belongs to the so called «soft» data, as it is primarily sentiment
driven as opposed to «hard» data, it has a high correlation with GDP growth and hence it shows a potential uptick in growth in the
coming 1-2 quarters. In the U.K. the 2018 Budget which was presented last week showed a great emphasis on revitalizing the real
estate market by abolishing the purchase tax for new home owners (up to 300°000GBP), while at the same time the expected GDP
growth was downgraded to 1.4% from 1.6%. Analysts commented that the budget looks more like a pre-election budget plan, with
emphasis on young people and weaker groups as the government tries to gain traction again with society after the Brexit talks have
not produced any real outcome yet. In the USA, the minutes of the FED meeting of three weeks ago did not reveal anything new
rather than the fact that the December interest rate increase must be considered a done deal and that inflation and weak wage
growth continue to puzzle the FED members. Overall, it was seen as a «dovish» meeting, and hence the USD fell right after.

As we are approaching the holidays, there is a scarcity of earnings announcements and investors are looking primarily in M&A
potential activity. Imperial Brands (+3%) became the focus of the market for a potential buyout offer by Japanese Tobacco, which is
already a partner of the company, after the latter changed its CEO with a person that is specialized in acquisitions. Roche (+7%)
managed to outperform significantly after tests related to its blockbuster oncology drugs provided very positive results. The food
manufacturers (Nestle +2%, Danone +3%, Unilever +1%) reacted positively to news that China is going to lower import taxes for
specific consumer goods, while they also remain in investors’ radars for potential takeover activity.

Government bonds did not move much, with yields remaining in tight ranges. The US Treasury 10 yield closed at 2.35%, while the
10year German Bund closed at 0.37%, close to its lowest level of the last 3 months. The EUR high yield bonds (low rating bonds),
whose prices corrected the previous two weeks, look very expensive and yields are at all time lows (see chart of the week).

Gold also traded within a very tight range (1280$-1290$) after failing again at the resistance area of 1295-1300% and depsite the
USD’s weakness. It would probably take a further sell-off of the USD to trigger the break of 1300$.

The EUR continued higher, breaking through the 1.1850-1.1880 area and closing above 1.1900 after three months of consolidation.
On the downside, the 1.1700-1.1730 area provides significant support again. The improved sentiment in the Eurozone keeps the
common currency bid, and it looks like 2018 could be another year for EUR strength, but not with the same magnitude as 2017.
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High Conviction Portfolio Chart of the Week
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