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Economic Outlook

Another wave of COVID-19, boosted by the spread of the
more contagious Delta variant, is now full blown across the
globe. The US is once again leading the way in terms of the
grim absolute numbers. The impact is starting to be
noticeable in the data, in particular, in the US and Asia.
However, vaccinations and revaccinations largely help
mitigate the worst scenarios of the past waves. Thus, equity
markets, buoyed by monetary and fiscal stimulus, continue to
reach new highs, and VIX is around its lowest levels since the
beginning of the pandemic.

Tactical Asset Allocation

Liquidity Neutral
Bonds Underweight
Equities Neutral

Alternative Investments Overweight

Macroeconomics

emphasized that rates won’t be raised until inflation is
sustainably robust over the planning horizon of several years
and that the currently elevated levels are mostly viewed as
transitory. At the same time, it is widely expected that after
the September’s meeting a reduction in the pace of PEPP
purchases will be signaled.

Fixed Income

In his much-anticipated speech during Jackson Hall
symposium, Fed’s Jerome Powell indicated a likely upcoming
reduction in bond purchases by the central bank, as the
country’s economy is recovering. However, the overall tone
of the speech was not as hawkish as expected, which had its
effect on the markets. Powell explained, that in the central
bank’s view, it is still far too early to increase rates. While
inflation is in line with the target, the economy is still fragile:
Consumer Sentiment Index sharply dropped in August, and
employment is yet to reach the goal. US initial jobless claims
continued to fall in August and reached the lowest levels
since the beginning of the COVID-19 pandemic, around 350k
per week, but they are still high above the average before
March 2020 of around 210k-220k per week. Unemployment
remains elevated as well: it stood at 5.4% in July, which is
around 2 p.p above the pre-pandemic level. September Fed
meeting should shed more light on the central bank’s next
steps: the timing and the pace of tapering are expected to be
announced either then or after the November meeting.

Meanwhile, Europe is catching up in its recovery: preliminary
August CPI was 3% year on year, 0.3 p.p. above expectations,
exceeding the 2% target for the second month straight. While
some European policymakers have expressed concern over
the bank’s ultra-easy policy in the relatively-high-inflation
environment, markets did not show a strong reaction to the
latest inflation data, which suggests, that investors are not
expecting a rapid response from the central bank. The
minutes from the central bank’s July meeting, released in
August, as well as Christine Lagarde’s statements,

US 10-Year Treasury yield had a truly roller-coaster month. It
tried to break higher twice, but the ongoing spread of Delta-
variant with the uncertainty it brings, as well as disappointing
economic data pointing at a slowdown in recovery
momentum prevented the yield from breaking above 1.40%,
so it ended the month around 10 basis points up, at 1.30%.

In light of the past months’ dynamics, analysts reevaluated
their forecasts for US Treasury vyields. The average
expectation for 10-year yield is 1.80% by the end of the year:
50 basis points up from the current level (for comparison, in
May the average expectation for the same period was
2.00%). Nonetheless, at the moment, the only apparent
direction for bond yields now is upward - or for bond prices
downward - so we stay underweight in fixed income for now.

Equities

Equities had an overall positive if a bit bumpy month: S&P
500 and STOXX Europe 600 were up 2.9% and 2.0%
respectively in August. The best performers were tech,
communications, and utilities sectors, while materials,
energy, and consumer discretionary sectors lagged behind, as
the spreading Delta variant remains the main threat to the
markets on a global scale.

Among regions, China again underperformed due to the
continued requlatory tightening, which hit the region’s tech
sector particularly hard. The country’s equities have been in a
downward trend for over half a year and have erased most
of the last year’s incredible gains, as investors’ confidence
has been undermined by future policy uncertainty, growth
slowdown, and geopolitical tensions between China and US.

Equity Indicators

Valuation Expensive
Momentum Neutral
Seasonality Negative
Macro-Economics Neutral
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There is an upside potential for equities, as long as central
banks” and governments’ support in major economies
continues, but risks around Delta variant are substantial, and
valuations are high. Thus, we remain neutral in in equities
and favor Europe, where valuations are cheaper and recovery
is at an earlier stage compared to the US.

Alternative Investments

WTI Crude price fell below USD 70 per barrel in the beginning
of August and since then failed to break above that level
several times ending the month in red. Brent Crude price
oscillated in a similar way and ended August at USD 73 per
barrel. It appears for now oil prices are struggling to break
higher due to the decreased oil demand caused by the spread
of Delta variant on the one hand, and planned increases of oil
production by OPEC+ on the other hand.

EURUSD ended the volatile August in red, just below 1.18.
After falling for several months, the currency pair appears to

have reversed its trend in the final week of August. From the
fundamental perspective, EURUSD is supported by Powell’s
dovish speech, as well as by strong inflation figures in
Eurozone and a possible reduction of asset purchases by the
ECB, the timing of which might be announced in September.

Gold had a volatile month continuing to gravitate towards
1800 USD per ounce. It briefly and rapidly dropped below
1700 on positive US jobs report in the beginning of August
but regained all losses by the end of the month. Supported
by USD weakness in light of the Fed’s somewhat dovish
stance, gold ended August around 1815, appearing to have
confidently broken through the 1800 threshold. This means,
that there is a potential for further increase if USD weakness
continues. US unemployment data released in the first days
of September is likely to affect the future development of
gold price as well as of other asset classes.

We believe, alternative investments as an asset class offer an
attractive risk-return combination in the current environment,
thus we continue to overweight them in our portfolios.
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Market Overview as of Friday, 3 September 2021, 5:07 PM

Fixed Income

Rate A1m A3m Aytd A1fm A3m Aém Aytd
USD Overnight 0.07 0.00 0.02 0.00 USD Deposit 1Tm 0.2% 0.5% 0.9% 0.9%
USD 1y Swap 0.15 0.01 0.01  -0.04 USD Aggregate 1-3y 0.0% 0.1%  02%  0.1%
USD 3y Swap 0.52 0.09 0.08 0.28 USD Aggregate 3-5y -0.2% 0.3% 0.2%  -0.4%
USD 5y Swap 0.87 0.14 -0.04 0.44 USD Aggregate 5-7y -0.4% 1.1% 0.8% -1.1%
usD 10y Swap 1.34 0.15 -0.26 0.41 USD Aggregate 7-10y -0.6% 2.2% 20%  -1.4%
EUR Overnight -0.48 0.00 -0.01 0.01 EUR Overnight 0.0% -0.1%  -02% -0.3%
EUR 1y Swap -0.51 0.01 0.00 0.02 EUR Aggregate 1-3y -0.1% 0.0% 0.0%  -0.2%
EUR 3y Swap -0.43 0.04 -0.02 0.07 EUR Aggregate 3-5y -0.2% 0.4% 0.4% 0.0%
EUR 5y Swap -0.32 006 -0.06  0.14 EUR Aggregate 5-7y 0.4%  1.0%  0.8%  0.0%
EUR 10y Swap 0.00 0.10 -0.13 0.26 EUR Aggregate 7-10y -0.7% 1.7% 11%  -0.7%
CDX Xover 5y 2.74% -0.19% -0.13% -0.18% US Corp. HY 0.8% 2.2% 3.8% 4.7%
iTraxx Xover 5y 2.28% -0.07% -0.18% -0.14% EUR HY 0.3% 1.0% 2.3% 3.5%
Equity

Price P/E D. Yield FCF yield A1fm A3m Aém Aytd
MSCl World 9,509 20.3 1.8% 4.8% MSCl World 2.4% 6.7% 16.3% 18.7%
S&P 500 4,532 223 1.3% 3.1% S&P 500 2.5% 81%  18.7%  20.7%
NASDAQ 15,617 293 0.7% 2.8% NASDAQ 3.7% 15.4% 231% 21.2%
Euro Stoxx 50 4,201 17.7 27% 11.9% Euro Stoxx 50 2.0% 3.0% 13.1% 18.2%
SMI 12,343 19.5 2.7% 5.6% SMI 1.5% 72% 14.6% 15.3%
FTSE 100 7,142 12.6 41%  10.4% FTSE 100 0.5% 1.1% 7.0%  10.6%
DAX 15,770 14.6 2.8% 8.9% DAX 1.4% 0.9% 12.0% 15.0%
MSCI Asia Pacific 203 15.7 2.4% 6.4% MSCI Asia Pacific 13% -32%  -4.1% 1.6%
FTSE China A50 15,137 12.9 2.6%  13.5% FTSE China A50 -1.9% -16.6% -15.6% -14.5%
MSCI Emerging Market 1,312 13.7 2.6% 6.1% MSCI Emerging Market 1.4% -5.2% -4.8% 1.6%
PH Semiconductor 3,426 20.3 1.1% 3.5% PH Semiconductor 0.9% 9.1% 15.1%  22.6%
Commodity

Price  FCST21 FCST 22 A Future A1m A3m A 6m Aytd
Gold 1,830 1780 1740  -13% Gold 11%  -2.2% 6.6%  -3.5%
Silver 24.75 25.65 24.8 1.8% Silver -3.4% -10.2% -6.6% -7.1%
Platinum 1,017 1189.78 1281.5 9.1% Platinum -2.8% -12.8% -145%  -6.3%
Palladium 2,417 2653.25 25875 5.0% Palladium -8.8% -14.6% 3.3% -1.1%
Crude Ol 69.85 65.45 6312  -0.2% Crude 0il -0.3% 3.4% 19.7%  45.5%
Brent Ol 72.91 68.45 66.88 -1.9% Brent Qil 1.6% 4.4%  19.4%  43.2%
Foreign Exchange

Price FCST21 F(CST22 A Spot A1m A3m A6m Aytd
EUR/USD 1.1882 1.18 1.2 1.0% EUR/USD 0.1%  -2.0%  -1.6% -2.8%
GBP/USD 1.3853 1.39 1.43 3.2% GBP/USD -0.5%  -1.7%  -0.8% 1.5%
USD/CHF 0.9139 0.92 0.92 0.7% USD/CHF -1.1% -1.0% 0.5% -3.1%
usn/Jpy 109.68 110 111 1.2% usD/Jpy -0.6% 0.5% -2.5% -5.8%
EUR/CHF 1.0858 1.1 113 4.0% EUR/CHF -1.2% 1.0% 2.1% -0.3%
USD/RUB 72.76 719 70 -3.9% USD/RUB 0.3% 0.7% 1.7% 2.3%
EUR/RUB 86.45 86.4 85.6 -1.0% EUR/RUB 0.1% 2.8% 3.3% 4.9%

Source: Clarus Capital Group, Bloomberg
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Disclaimer

This document has been prepared by Clarus Capital Group AG ("Clarus Capital”). This document and the information contained herein
are provided solely for information and marketing purposes. It is not to be regarded as investment research, sales prospectus, an
offer or a solicitation of an offer to enter in any investment activity or contractual relation. Please note that Clarus Capital retains
the right to change the range of services, the products and the prices at any time without notice and that all information and opinions
contained herein are subject to change.

This document is not a complete statement of the markets and developments referred to herein. Past performance and forecasts
are not a reliable indicator of future performance. Investment decisions should always be taken in a portfolio context and make
allowance for your personal situation and consequent risk appetite and risk tolerance. This document and the products and services
described herein are generic in nature and do not consider specific investment objectives, financial situation or particular needs of
any specific recipient. Investors should note that security values may fluctuate, and that each security’s price or value may rise or
fall. Accordingly, investors may receive back less than originally invested. Individual client accounts may vary. Investing in any
security involves certain risks called non-diversifiable risk. These risks may include market risk, interest-rate risk, inflation risk, and
event risk. These risks are in addition to any specific, or diversifiable, risks associated with particular investment styles or strategies.

Clarus Capital does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment
returns thereon, either in general or with reference to specific client's circumstances and needs. Recipients should obtain
independent legal and tax advice on the implications of the products and services in the respective jurisdiction before investing.
Certain services and products are subject to legal provisions and cannot be offered world-wide on an unrestricted basis. In particular,
this document is not intended for distribution in jurisdictions where its distribution by Clarus Capital would be restricted. Clarus
Capital specifically prohibits the redistribution of this document in whole or in part without the written permission of Clarus Capital
and Clarus Capital accepts no liability whatsoever for the actions of third parties in this respect. Neither Clarus Capital nor any of its
partners, employees or finders accepts any liability for any loss or damage arising out of the use of all or any part of this document.
Source of all information is Clarus Capital unless otherwise stated. Clarus Capital makes no representation or warranty relating to
any information herein which is derived from independent sources. Please consult your client advisor if you have any questions.

Impressum

Published by Clarus Capital Group AG, Gutenbergstrasse 10, CH-8002 Zurich,
research@claruscapital.ch, www.claruscapital.ch
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