Client inspired banking

Prague, 4 May 2020

Commentary on Current Situation Facing Financial Markets

The S&P 500 equity index slightly weakened in the course of the past week, and it
marked a higher decline by 2.8 percent on Friday. The weakening resulted from threats voiced by
the U.S. President envisaging further trade customs duties to be imposed against China, if it were
confirmed that the virus had leaked from a Chinese laboratory at Wu-han, and that China had
intentionally failed to report the imminent danger. The highly monitored leading indicator
of American managers in production (the ISM index) dropped from 49.1 in March to 41.5 in April,
which represented the lowest figure since 2009, and - at the same time - the largest monthly
decline since 1951. It was also this figure, combined with collections of previous returns, that

contributed to the drop of the equity indices marked on Friday.

However, Wednesday witnessed a positive piece of news from Gilead Sciences, which confirmed
that the medicine known as ‘Remdesivir’ had been found effective, and so the U.S. Food and Drug
Administration (FDA) licensed application of such medicament under an emergency regime. At the
same time, yet another company, Moderna, announced that it could produce in cooperation with
Lonza of Switzerland up to a billion ampoules with the mRNA-1273 vaccine candidate for use

against corona virus.

On Saturday, investors eyed a general meeting of the enterprise named Berkshire Hathaway
belonging to the well-known financier Warren Buffett. The company’s already surprisingly high
cash further increased in the first quarter because the financier had sold all of his stakes in air
companies that he had held in his portfolio, and as yet, he did not find any suitable replacement
investment ventures. This represented at the beginning of the new week an unfavourable piece

of news for the financial markets and, in particular, for shares in airline carriers.

The season of disclosures of economic results has already passed to its second half. The enterprises
showing better than expected results include, for example, Apple, Gilead, Microsoft, and
Mondelez. On the other hand, Amazon and its quarterly returns disappointed its investors;
it dropped by more than seven percent on Friday. Further American enterprises will be disclosing
their economic results this week, such as Disney, GE, Anhauser Busch, and CVS. Most attention will

be paid in the course of this week to information about the labour market in the U.S.A.

As far as the Czech bond market is concerned, the government has issued on the primary market
bonds worth CZK 350 billion, and treasury bills worth CZK 69 billion, since the beginning
of the year. In the last months, the local banks have been ranking among the most active buyers.
On the secondary market trading with Czech sovereign bonds, interest prevails mainly in issues
with longer maturity and fixed coupons. On Thursday, investors will watch the CNB, which is

expected to further lower the interest rates. As regards corporate bonds denominated in EUR
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or USD, we can witness their strengthening in prices and narrowing of their ‘spreads’, following
interventions from FED and ECB.

We have slightly adjusted some of the portfolios last week, which were to a larger extent
overweighed in certain high-risk instruments. This was the result of a relatively strong growth
recorded in the equity markets in the previous days. It is possible that higher market volatility will
be maintained in the days to come, especially in response to the economic results disclosed
by certain enterprises or due to potential worsening of the relations between the U.S.A. and China.
In the previous two weeks, we made partially ‘more conservative’ the portfolios of certain funds
(while maintaining slight overweighing of the equity components, though); we did not see it fit
to modify the structure of investments in any significant manner in the last days of April. What
deserves to be mentioned, though, are continuing further purchases of American corporate bonds
with low credit risk (with allocated investment grade ratings, i.e., BBB-/Baa3 and better) and short-
term maturity. We consider this segment of the bond market as suvitable for the complementation
of our funds, in view of the current economic development and from the point of view of maintaining
‘return versus risk’. A portion of newly invested funds designated for equity investments has been
distributed more or less evenly in so-called ETF funds, which copy performances of the indices
Nasdaq 100, STOXX Europe 600, and S&P China.

Summary:

e In the days to come, we can expect higher volatility of the markets without any clear
trends shown, which offers an opportunity for more active trading regarding our managed
funds.

¢ We have made the equity segment slightly more conservative in the course of the past
days.

e We make use of opportunities provided for at bond markets, in particular, in the segment
of investment grade corporate bonds.

¢ We remain slightly overweighed as regards high-risk instruments.

e By selling off, and/or making certain portfolios slightly more conservative in the past days, we
have opened up space for new purchases of equities for potentially lower prices.

We wish you peaceful 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 4 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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