Client inspired banking

Prague, 18 May 2020

Commentary on Current Situation Facing Financial Markets

As regards developments in the equity markets, last week was less successful that its predecessors.
For example, the U.S. S&P 500 index lost 2.3 percent and the DAX of Germany wrote off almost
4 percent. Both the energy and the real estate sectors failed to perform, while the health care sector,
as the only one, marked some growths. Equities prices declined because some investors had
decided to collect their accrued profits. Even, the markets were not upheld by a comment made by
the FED chief in mid-week who had warned that “the liquidity crisis has been addressed, but the
solvency crisis is still raging”. Nevertheless, unless a second wave of the pandemic occurs, the head
of FED would expect a gradual revival in the course of the second half of this year.

On Friday, data were published about the April retail sales in the U.S.A.; they dropped by 16.4
percent, as against the expected ‘mere’ 12 percent. If unfavourable indicators continue to show,
the weeks to come may see higher market volatility. The situation, however, should improve step
by step. The annual horizon outlook also presumes a relatively strong economic recovery, including
a sharp rise in corporate profits (source: Bloomberg).

Both equity markets and corporate bond markets, however, will face dangers in the form
of the second wave of the corona virus pandemic coming in this year's autumn or winter,
and the increasing rupture in the commercial ties between the U.S.A. and China. Yet another risk
facing markets is represented by a potential victory of the Democratic candidate in the U.S.
presidential election in the autumn of this year, and a possible increase in corporate taxes.
The elections will be taking place in the U.S.A. at the beginning of November this year.

As regards our managed portfolios, we continue to maintain a slight overweighing of the equities
portion against the bonds. The gradual, and possibly faster than expected opening of the main
economies, renders investors moderate optimism. Therefore, the past week experienced only some
minor modifications in the portfolios of our funds. We see as worth mentioning a reduction
of the stake of the CEZ shares (collection of profit) and a purchase of equities of Total for prices
close to several-weeks’ lows. In the bond portion, we have paid attention to a new issue of bonds
by BNP Paribas. Since the Czech sovereign bonds currently offer very low yields, we have assessed
this issue to be offering an interesting ‘risk-revenue’ opportunity, and we have decided to include it
in the portfolios of some funds.

Summary:

e The flow of unfavourable economic data will probably continue. In particular, so-called
‘lagging indicators’ (such as the GDP, industrial production, household consumption, etc.)
will still show very low values. In such cases, expectations have it that the markets will be
more volatile in the coming weeks.

o It is the future outlook that is important. The expected strong economic growth
and increased corporate profits in the annual horizon (source: Bloomberg) will
support the equity markets.

e On the other hand, it will be important to monitor valuations of equities; an excessively
strong growth of the equity markets might result in their overvaluation.
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e The gradual and faster than expected opening of the main economies bestows
on investors moderate optimism.

e Athreat has been posed by a potential second wave of infections. This, however,
is opposed by the time factor, which is important as regards the development and approval
of a new vaccine. Over time, probability of successful application of a new remedy increases.

e We continue to maintain slight overweighing of the equity portion as against bonds
in our managed portfolios.

We wish you nice and successful week.

For the team of your portfolio managers.

Michal Ondruska
Manager, Asset Management
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NOTICE

All opinions, outlooks, and information, including investment recommendations and commercial
ideas, and any other information contained in the present document, are solely for reference
purposes, not binding, and they represent the opinions of Raiffeisenbank a.s. (“RB”). The present
document is not a solicitation of purchase or sale of any financial assets or any other financial
instruments. Prior to adopting any investment decisions, RB recommends performing a search
of detailed information about the envisaged investment or trade. RB has produced the present
document exerting the utmost professional care and in good faith, however, it shall not
be responsible for correctness of its content or for its completeness or accuracy. RB shall not be
liable for any damage or lost profit caused to any third parties by making use of or relying on any
information and data contained in the present document. Raiffeisenbank a.s. wishes to point out
that the rendering of above-described investment services contains a number of risk factors, which
may affect either return on or loss of such investments. Investments do not represent bank deposits
and they are not insured under the Deposit Insurance Fund. The higher the expected yields, the
higher the potential risks. The duration of investments affects the level of risk. Yields also fluctuate
due to exchange rate fluctuations. The value of invested amounts and related yields may rise or fall,
while full return on the originally invested sum is not guaranteed. Past performance does not
guarantee future performances. Expected performances do not represent reliable indicators
of future performances. Due to unforeseen fluctuations and developments on financial markets and
risks inherent in investment instruments, the investment goals pre-determined by clients need not be
achieved. Any yields from such investments shall be reduced by rewards paid to and expenses
incurred by Raiffeisenbank a.s., as agreed in the contractual documentation, and/or rewards and
fees listed in the Raiffeisenbank a.s. pricelist. Taxation of the client’s assets always depends
on the client’s personal circumstances and it may change. Raiffeisenbank a.s. does not offer tax
advices and therefore any liabilities associated with the tax consequences of investing in bonds
remain in full up to the client. Investment services shall not be offered to clients defined as U.S.

persons.

Information about Raiffeisenbank a.s.

The document has been drafted by Raiffeisenbank a.s., with registered office at Hvézdova
1716/2b, Praha 4, Registration number (ICO): 49240901, incorporated in the Companies
Register administered by the Municipal Court in Prague, Section B, File no. 2051. Raiffeisenbank
a.s. has been supervised by the Czech National Bank.

The information has been valid as of 18 May 2020. This information may be modified in future
and RB shall not be required to inform any recipients of the present document about such

modifications.
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