Client inspired banking

Prague, 20 April 2020

Commentary on Current Situation Facing Financial Markets

The equity markets kept strengthening also in the past week. The S&P 500 equity
index also increased last week, having added more than 3 percent. The season of disclosing
economic results has already been running at full speed. Banks recorded rather weaker results than
expected. For example, JP Morgan created significantly higher provisions for loans than expected
by the market, mainly due to potential defaults on the part of shale miners. It have particularly been
the WTI oil prices that remain under strong selling pressure; at the current price below USD 15 per
barrel, they are currently at their lowest level in the past twenty years. Among sectors, the best
performance was recorded by the health sector, the durable goods sector, and the technology
sector last week. For example, the following equities ranked among the best performing in those
sectors: Amazon, Gilead Sciences, AMD, and Nvidia. It was particularly the good news from
Gilead Sciences concerning the favourable effects of the medicine named ‘Remdesivir’ that helped
not only the company’s equities, but the entire S&P 500 Index, because an effective remedy would
mean the end to the restrictive measures and the reopening of business, services, and a start-up
of the global economy. However, we shall have to wait another while before we can confirm

the results of the healing effects of the medicine.

In the week to come, close attention will be paid to disclosures of more economic results achieved
in the first quarter by further American and European companies. We shall see which companies
and sectors will have performed. We cannot exclude higher market volatility, which may result both
from such economic figures in respect of the first quarter results, and as an effect of the continuing

oil prices drop.

Also, markets may feel affected by insufficient cash flows, mainly as regards certain small
companies in the U.S.A.; therefore, negotiations have been under way about a new package
in assistance of those firms in the volume of USD 350 billion. Potential recession resulting from
the high indebtedness of certain individual countries, mainly in Europe (ltaly, Spain), represents yet

another risk affecting growths of the equity markets.

We consistently followed our investment strategy throughout the past week: we remained
moderately overweighed as regards equities and other high-risk assets. We have complemented
our managed portfolios with both broadly diversified equity risk-bearing instruments
and conscientiously selected bets on certain individual enterprises. As regards mutual funds, we
took advantage last week of the improving sentiment on bond markets and we slightly reduced the

share of Czech-crowns-denominated bonds with a non-investment grade.

Summary:
e In the context of stabilisation of the pandemic, more and more countries have announced their
plans for economic revival; this is a very favourable piece of news for financial markets.
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e Anew important factor enters the scene: oil prices, which have dropped more than 60 percent
since the beginning of the year. This drop in oil prices affects negatively the energy sector
as well as many specific countries and regions where oil mining represents a significant portion
of their budgets.

e Beside the energy sector, also certain secondary sectors may be hit, especially banks which
finance such mining companies = threat of default.

e On the other hand, such low oil prices represent a significant leading indicator of
future economic growth. Low oil prices bring profit to oil importers (e.g., China, India)
as well as to a number of sectors, such as industry, transport, etc., and households.

e Low oil prices press for lower inflation and lower interest rates - again, a positive
piece of news for both enterprises and households.

e A season of disclosing the first quarter economic results by enterprises has been
under way; such so-called hard data may represent yet another source of higher market
volatility in the weeks to come.

e The coming period will be characterised by sector distribution (allocation) of our managed
portfolios - many sectors have been on the move, sometimes even in completely opposite
directions - see, e.g., energy (oil mining) vs. health care.

e We invest in midterm perspectives in financially strong and stable companies; we continue
to give preference to the sectors of health care and technologies, including the
segment of dividend-bearing shares.

e As regards shortterm tactical positions, we remain moderately overweighed

in the area of high-risk instruments.
We wish you much success in the days to come.

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 20 April 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.

Raiffeisenbank a.s. Hvézdova 1716/2b = PO box 64 = 140 78 Prague 4 = tel.: +420 234 401 111 = fax: +420 234 402 111 = email: info@rb.cz

= web: www.rb.cz = IC: 49240901 = entered in the Commercial Register maintained by the Municipal Court of Prague, section B, insert 2051



