UK Week in Markets

Week ending 28 February 2021



Key News and Events

Global equity markets fell sharply over the week driven by a large sell-off in global government bonds.
Bond yields rose amidst concerns of a faster than expected economic recovery that could cause
inflationary pressures. The 10-year US treasury yield and UK 10- year gilt yield both broke their 12-
month highs and finished the week at 1.46% and 0.80% respectively.

The Democrat-controlled US House of Representatives passed the Biden administration’s proposed
stimulus package worth an estimated $1.9tn. However, President Biden suffered a minor setback as his
push for a minimum wage increase from $7.25 an hour to $15 an hour will not be included in the
“reconciliation" process (a process where a bill can be approved by a simple majority in the US Senate).

The US agreed to drop its ‘safe harbour’ measure which would have protected US technology
companies from reform of global digital taxation rules. The announcement could aid multilateral
negotiations on digital taxation at the OECD (Organisation for Economic Co-operation and
Development).

The US Food and Drug Administration granted emergency approval for the use of Johnson & Johnson'’s
Covid-19 vaccine. It is the third vaccine to be authorised in the US and the first which requires only a
single dose.
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Chart Source: FactSet, FTSE, MSCI, ICE BofAML. Total retum in GBP terms shown.



Market Summary

(=

»  Global equity markets fell over the week.

= The MSCIAC World Index fell by 3.1% in local currency terms and fell by 3.1% in sterling terms.
= The Energy sector was the best performer, returning 3.3% in sterling terms.

= The Information & Technology sector was the worst performer, returning -4.5% in sterling terms.
» UK equities were the best performing market in sterling terms (-1.7%).

» Emerging Market equities were the worst performing market in sterling terms (-6.1%).

= The 10-year gilt yield rose by 11bps to 0.80% and the 20-year gilt yield rose by 10bps to 1.32%.

» The 10-year US treasury yield rose by 12bps to 1.46%.

= At the 10-year maturity, the German bund yield rose by 5bps to -0.26% and the French government
bond yield rose by 5bps t0-0.02%.

= Greek government bond yields rose by 22bps to 1.11%.

» The UK Over 5-year real yield was unchanged at -1.91% and the UK 20-year real yield rose by 3bps to
-2.10%.

= 20-year breakeven inflation rose by 9bps to 3.34%.

» The sterling non-gilt spread over UK gilt yields (based on the ICE index) rose by 1bp to 92bps over the
week.

= The US high yield bond spread over US treasury yields rose by 11bps to 352bps over the week.

= Local currency emerging market debt fell over the week, returning -2.0%. The spread of hard currency
emerging market debt over US treasury yields rose by 12bps to 356bps over the week.

» The S&P GSClindex rose by 1.5% in USD terms over the week.

*» The S&P GSCI Energy index rose by 2.8% as the price of Brent Crude oil rose by 5.1% to US$66/BBL.
* Industrial metal prices rose by 0.1% as copper prices rose by 4.2% to US$9,173/MT.

»  Agricultural prices rose by 0.8% and gold prices fell by 2.4% to US$1,743/0z.

= Sterling weakened by 0.2% against the US dollar and fell by 0.3% against the euro, ending the week at
$1.4/£ and €1.15/£ respectively.
» The US dollar increased by 0.9% against the Japanese yen, ending the week at ¥106.54/$.







Appendix: Disclaimer

Thisdocument and any enclosuresorattachmentsare prepared on the understanding thatitissolely forthe benefitof the addressee(s).
Unless we provide expressprior written consent, no part of thisdocument should be reproduced, distributed or communicated to anyone
else and, in providing thisdocument, we do not accept orassume any responsibility forany other purpose orto anyone otherthan the
addressee(s) of this document. Notwithstanding the level of skill and care used in conducting due diligenceintoany organisationthatis
the subject of arating in thisdocument, itisnot alwayspossible to detectthe negligence, fraud, or other misconduct of the organisation
being assessed or any weaknesses in that organisation’ssystems and controlsoroperations. Thisdocumentand any duediligence
conducted isbased upon information available to usat the date of thisdocumentand takesno account of subsequent developments. In
preparing thisdocumentwe may have relied upondata supplied to usby third parties (including those that are the subject of due
diligence) and therefore no warranty or guarantee of accuracy orcompletenessisprovided. We cannot be held accountable forany error,
omission or misrepresentationof any data provided to usby third parties(including those that are the subject of due diligence). This
documentisnotintended by usto form a basis of any decision by any third party to do oromit to do anything.

Any opinionsorassumptionsin thisdocumenthave been derived by usthrough a blend of economic theory, historical analysisand/or
othersources. Any opinionorassumption may contain elementsof subjectivejudgement and are notintendedto imply, nor should be
interpreted asconveying, any form of guarantee or assurance by us of any future performance. Viewsare derived from ourresearch
process and it should be notedin particularthat we cannotresearch legal, regulatory, administrative oraccounting proceduresand
accordingly make no warranty and accept noresponsibility for consequencesarising from relying on thisdocument inthisregard.
Calculationsmay be derived fromour proprietary modelsin use at that time. Modelsmay be based on historical analysisof data and
other methodologiesand we may have incorporated their subjective judgement to complementsuch data asis available. It should be
noted that modelsmay change overtime andthey should not be relied upon to capture future uncertainty orevents.

BLOOMBERG®isa trademarkand service mark of Bloomberg Finance L.P. and its affiliates (collectively "Bloomberg"). BARCLAYS®is
a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, "Barclays”), used underlicense. Bloomberg or
Bloomberg's licensors, including Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays
approves orendorses this material, orguarantees the accuracy or conpleteness of any information herein, or makes any warranty,
expressorinplied, as to the results to be obtainedtherefromand, to the maximum extent allowed by law, neither shall have any liability
or responsibility forinjury ordamages arisingin connection therewith.

London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). ©LSE Group 2021. FTSE Russellis a
trading name of certain of the LSE Group companies. ‘FTSE®”“Russell®’, “‘FTSE Russell®are a trade mark(s) of the relevant LSE
Group conpanies and is/are usedby any other LSE Group conpany underlicense. Allrights inthe FTSE Russellindexes ordata vestin
the relevant LSE Group company whichowns the index orthe data. Neither LSE Group norits licensors accept any liability forany errors
oromissionsin the indexes ordata and no party may rely on any indexes ordata contained in this communication. No further distribution
of data fromthe LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE Group does not
promote, sponsororendorse the content of this communication.

The MSCI information may only be used foryourinternal use, may not be reproduced orredisseminatedin any formand may not be used
as a basisforora conponent of any financial instruments or products orindices. None ofthe MSClinformation is intendedto constitute
investment advice ora recommendation to make (orrefrain from making) any kind of investment decision and may not be relied on as
such. Historical data and analysis should notbe taken as an indication orguarantee of any future performance analysis, forecast or
prediction. The MSClinformation is provided on an “asis”basis and the userof this information assumes the entire risk of any use made
ofthisinformation. MSCI, each of its affiliates and each other person involvedin orrelated to conpiling, computing or creating any MSCI
information (collectively, the “MSCIParties”) expressly disclaims all warranties (including, withoutlimitation, any warranties of originality,
accuracy, conpleteness, timeliness, non-infringement, merchantability andfitness fora particularpurpose) with respect to this
information. Without limiting any of the foregoing, inno event shall any MSCIParty have any liability forany direct, indirect, special,
incidental, punitive, consequential (including, withoutlimitation, lost profits) orany otherdamages. (www.msci.com)

Neither Markit, its Affiliates norany third party data provider makes any warranty, express orinplied, as to the accuracy, conpleteness or
timeliness of the data contained herewithnoras to the results to be obtained by recipients of the data. Neither Markit, its Affiliates nor
any data providershall inany way be liable to any recipient of the dataforany inaccuracies, errors oromissions in the Markit data,
regardless of cause, orforany damages (whetherdirect orindirect) resulting there from. Opinions, estimates and projections inthis report
do not reflect the opinions of Markit Indices and its Affiliates. Markit has no obligation to update, modify oramend this report orto
otherwise notify a readerthereofin the event thatany matter stated herein, orany opinion, projection, forecastorestimate set forth
herein, changes or subsequently becomes inaccurate. Without limiting the foregoing, Markit, its Affiliates, orany third party dataprovider
shall have no liability whatsoeverto you, whetherin contract (including underan indermnity), in tort (including negligence), undera
warranty, under statute orotherwise, in respectof any loss ordamage suffered by you as a result of orin connection with any opinions,
recommendations, forecasts, judgments, orany otherconclusions, orany course of action determined, by you orany third party, whether
or not based on the content, information or materials contained herein.


http://www.msci.com/
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