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Dear Investor,

Yesterday’s underwhelming and quite nervy press conference from ECB President Christine Lagarde,
combined with a wider spread of the virus in the US, led to the worst one-day slump in US and European
equity markets since October 1987.

Mr. Draghi will forever be remembered for his now famous quote in June 2012: “we will do whatever it takes;
the euro is irreversible”. This statement put a decisive end to the then prevailing Eurozone debt crisis. On
the other side, Ms. Lagarde started her tenure with: “We are not there to close spreads”! What a stark
contrast. We will be missing Draghi’s depth of knowledge in the functioning of markets; we are even surer of
this after yesterday’s poor showing by Ms. Lagarde.

At the same time, we are also still sure that the US will again come to the rescue of the global economy with
an appropriate monetary and fiscal response in due course. The NY FED’s USD 1.5 trillion-repo intervention
yesterday and over the next 3 days is just a testament to this. This is also part of our thesis that we will not
endure a long-term global recession from the repercussions of the c-virus. The key pillars to this thesis are a
slow return to normality in the Chinese economy during March/April (including Chinese manufacturing as
evidenced by coal consumption) as well as the resilience of the US consumer. The US consumer makes up
70% of US GDP, or 15% of total global GDP. A potential agreement on a payroll tax cut, as well as enactment
on paid sick pay would be first such steps to protect the spending power of the US consumer. If this ends
up being a 2-quarter phenomena with a V-shaped recovery to economic activity as of Q3 2020, the below
scenarios will surely hold true, albeit with cheaper cost of money and much higher levels of stimulus money
in the system. That is why we think current price levels could become a massive buying opportunity with a 6
–12 month view.

Positioning levels and valuations have clearly become very attractive. On the former, all stress/panic
indicators are flashing deep red. (1) The US fear gauge VIX was at 70.6 this morning, getting very close to its
levels seen in the dark days of October/November 2008. The Goldman Sachs Risk Appetite Indicator (RAI) at
-2.89 is already below -2.33 evidenced in October 2008. Let us be clear about this: we clearly do not have a
systemic financial crisis at hand.
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In terms of valuations: Following the Oil price crash on Monday as well as all of the new quarantine
measures announced, we further updated our EPS forecasts for the major indices yesterday:
(1) S&P 500 EPS growth estimate in 2020e from 0% to -5% to $ 156.4
(2) Dow Jones STOXX 600 growth estimate in 2020e of -3% to -10%
(3) MSCI EM growth estimate in 2020e of -2.5% to -7%
This now assumes down Q1 and Q2 year-on-year (YoY), with a recovery to start as of Q3, albeit with Q3 still
modeled as flat YoY.
On this basis, the implied P/E 2020e multiples are as follows after the dramatic falls yesterday: S&P 500 P/E
2020e closed at 15.9x (on -5% EPS growth in 2020e) versus a 5-year historical average of 18.2x and 10-year
average of 16.9x. If we are right that there will NOT be a longer duration global recession and that this will
be a V-shaped recovery as of Q3 2020, then we still think the current market prices will be a major buying
opportunity with a 9-month view.
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During the last period in which we had major recession fears in December 2018, S&P 500 valuations
bottomed at 14.4x. Maybe to signify a downside floor, at that 14.4x, the implied S&P 500 would be 2,250, so
another 10% lower from last night’s close. In our eyes, a 200 points downside versus 700 points upside (with
a 12-month view) on S&P 500 translates into a very attractive 3x return/risk trade-off!

Year-end P/E multiple comparison
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Lastly, in yesterday’s panic, there were very few places to hide, with Gold declining by -3.5% and US BBB
corporate credit spreads widening by 20bps (+75bps since mid-February) and European . Nevertheless, on
an adverse outcome, these spreads would have much more room to move higher. On a relative basis, we
would favor equities over credit at this point.
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IMPORTANT INFORMATION – FACTUAL INFORMATION WITH NO RECOMMENDATIONS This document is issued by Nahmani Grunder & Cie AG (“Nahmani Grunder”). It is not intended for distribution,
publication, or use in any jurisdiction where such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document.
This document is provided to you upon your request and is for information purposes only. It does not constitute a solicitation, offer or a recommendation to subscribe to, purchase, sell or hold any
security or other financial instruments or to enter into a financial/investment transaction. The information herein contained does not take into account the financial objectives, situation or needs of
any persons, which are necessary considerations before making any investment decision. No representation is made that any investment or strategy is suitable or appropriate to individual
circumstances or that any investment or strategy constitutes a personal recommendation to any investor. The levels and basis of taxation are dependent on individual circumstances and are subject
to change. Nahmani Grunder does not provide tax advice. Therefore, you must verify the above and all other information provided in the document and review it with your external tax advisors.
Investments are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, obtain independent professional advice
in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and analysis contained herein are based on sources considered to be reliable. However,
Nahmani Grunder does not guarantee the timeliness, accuracy, or completeness of the information contained in this document, nor does it accept any liability for any loss or damage resulting from
its use. All information and opinions as well as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future
returns, and the investor may incur losses on his investment. The investments mentioned in this document may carry risks that are difficult to quantify and integrate into an investment assessment.
In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are higher in the case of derivative, structured, and private equity products;
these are aimed solely at investors who are able to understand their nature and characteristics and to bear their associated risks. On request, Nahmani Grunder will provide investors with more
detailed information concerning risks associated with given instruments.The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates.
These rates may fluctuate and adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject to supply
and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting in price volatility and making it difficult to obtain a
price to dispose of the asset.If opinions from financial analysts are contained herein, such opinions expressed reflect their personal views about any given instruments. Nahmani Grunder may or may
not hold positions in securities as referred to in this document for and on behalf of its clients.Switzerland: This document has been issued in Switzerland by Nahmani Grunder & Cie AG, an asset
management company that is monitored by a supervisory authority (self-regulatory organisation, Swiss Federal Financial Market Authority FINMA, or other competent authority) and whose
management activities are conducted in accordance with the relevant legal and regulatory requirements of the supervisory authority.This document may not be reproduced (in whole or in part),
transmitted, modified, or used for any public or commercial purpose without the prior written permission of Nahmani Grunder. © 2020 Nahmani Grunder & Cie AG – all rights reserved.
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