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Equity Markets Wipe-Off First-Quarter Losses Step by Step

The equity markets did well last week; for example, the American S&P 500 index
increased by 3.2 percent. Such strengthening of the equity indices was supported
by Moderna reporting last Monday some encouraging outcomes of the first-phase
testing of its new vaccine. Nevertheless, the number of the tested people was
relatively small and the potential vaccine will have to undergo further tests before it
can be applied.

The cyclical sectors did best last week. The industries sector strengthened by 7.4
percent and the energy sector grew by 6.9 percent. On the other hand, the
defensive sectors, such as consumer goods or health services, lagged behind last
week. The season of disclosing the firstquarter economic results has practically
been over in the U.S.A. The last five percent of the enterprises belonging to the S&P
500 index is expected to report their results this week. Out of the index, 64 percent
of companies reported better than expected profit, and 57 percent of firms
generated better revenues than they were expected to. In total, however, profits
declined by 14.6 percent, y/y, in the first-quarter.

Investors will be watching plans for the opening up of the economies both in the
U.S.A. and in Europe in the coming days. Out of the monitored economic data,
information about consumer confidence and new home sales will be published this
week, and the Fed will also publish its so-called ‘Beige Book’ on the State of the
U.S. Economy. Investors will also be following development regarding the protests
in Hong Kong triggered off by the new security bill. The U.S.A. threatens China with
sanctions since the legislation as submitted does not comply with Hong Kong's
current autonomy.

We leave the portfolios slightly overweighed. As regards the bonds side, the RIS
funds participated in the primary subscription of bonds of the International
Investment Bank multinational development bank, and, after a previous drop in the
prices, they purchased some more Czech Republic’s sovereign bonds with a
variable coupon, due in 2027. On the other hand, we collected a portion of the
yields from our sovereign bonds maturing in 2030, after their price reached a three-
year maximum. Having in mind the CZK/EUR exchange rate of 27.50/1, we have
selectively increased currency hedging of our EUR positions; on the other hand, we
purchased U.S. dollars (following their temporary weakening) for 24.786 CZK per
USD, in order to reduce the rate of hedging of some positions in the USD held in
several of our funds.

The coming period may bring about higher volatility to markets, since a major drop
in profits generated by enterprises is expected in the second quarter, even in excess
of 40 percent (Source: FactSet). Nevertheless, the equity markets should be
supported by negative real interest rates, together with higher profits expected to be
generated by firms in the course of next year (Source: FactSet).
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Summary:

The American S&P 500 index has been traded close to its 200-day
average price (the value of the S&P 500 is approximately 3,000 points). We
consider such value to represent an important so-called resistant level;
nevertheless, if this limit is breached, a further strengthening of the stock index
cannot be ruled out.

As part of tactical regional allocations, we have been, so-called,
overweighing the regions of the U.S.A. and Europe, while moderately
under-weighing the Pacific region and the emerging markets.

As part of tactical sector allocations, we have been overweighing
technologies and health services, and the dividend-bearing shares
segment.

We consider the bond markets to be relatively expensive following major price
increases (drops in yields); this applies in particular to the segment of fixed-
interest sovereign bonds.

As regards our managed portfolios, we continue to overweigh moderately
the equity portion of such portfolios as against bonds.
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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. price-list. 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 25 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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