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Growth shock is short and sharp

The medium-term outlook for growth points more to a “short sharp shock” rather than a protracted
downturn that followed the Global Financial Crisis. However vigilance around economic growth,
and ongoing dependency on vaccine rollout, fiscal and monetary policy support remains key.
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Even lower for even longer interest rates

Even lower for even longer interest rates underpins an accommodative strategy to support recovery:
but also has created frothiness in some asset classes.
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US Fed Rates
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Low nominal and negative real yields is forcing investors into exposures, but
should not lose sight of quality.
UK Govt Yield Curve - Historic
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Inflation in a bottle: for now

Inflation caught between growths scare on the downside and supportive policy on the upside.
Should inflation outlook increase, nominal bond yields will be under greater pressure and inflation-
protective asset class — such as equities, gold infrastructure, and inflation-linked bonds can provide
a partial hedge.
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UK'5 Year Implied Inflation Rate
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Trade deal with EU should reduce GBP/USD volatility

The 11" hour trade deal concluded in December between the UK and the EU should dampen the
polarised behaviour of GBP exchange rate, with scope for moderate appreciation, absent a more
severe UK growth shock.

Exchange Rate: USD per 1 GBP

—PX_LAST —-DPmAvg Forecast =——-L2MMA %yy (RHS)
2.2000 10.0%
2.0000 JAN N\ 5.0%
JAVVA [\ :
18000 & A\ /[ 0.0%
Vg -5.0%
16000
-10.0%
14000 \ / ) WQW I5.0%
12000 \J -20.0%
].OOOO I T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T _250%
888'558%889‘9?':}91QQQEEQQQQDDQQQQQREHQ%
1 [ 1 [] I 1 1 ] 1 | (@) | 1 1 1 | 1 1 ] 1 1 | 1 1 ] 1 1 ] 1 1 ] 1 1
BSBS858585838585858585858585858585¢8
Source: Elston research, Bloomberg data
ELSTON RESEARCH www.elstonsolutions.co.uk/insights
© ELSTON CONSULTING LTD ALL RIGHTS RESERVED FOR UK ADVISERS / PROFESSIONAL INVESTORS ONLY

3



B Flston

Market Indicators: recovery extended

Market indicators suggest equities are heading into overbought territory and whilst supported by

low rates and bottled inflation, are looking more vulnerable to any deterioration in outlook.
Incorporating

that adapts to changing asset class correlations can provide
ballast in this respect.
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Summary

With respect to 2021 outlook

Fiscal and policy support should keep growth shock short and sharp
Inflation looks bottled — for now, but this is the key focus

Asset price recovery was welcome but vigilance now required

For more insights and information on research, portfolios and indices, visit:

Find out more

www.elstonsolutions.co.uk or NH ETF<Go>
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ABOUT ELSTON

We research, design and build investment solutions with and for asset owners, managers
and advisers.

Our Research & CPD focuses on multi-asset strategies, index funds and ETFs.

NOTICES

With reference to the European Union Directive 2014/65/EU on markets in financial instruments ("“MiFID 1I): this Report
does not provide a recommendation for an action, provides information freely available for public consumption and does
not therefore constitute “Research” as defined by MIFID Il This is because this report contains purely factual information
on one or several financial instruments or issuers and does not explicitly or implicitly recommend or suggest an investment
strategy. It does not therefore constitute an investment recommendation as defined within the meaning of Article 3(1)(35)
of EU Markets Abuse Regulation ("MAR”), in conjunction with Article 3(1)(34) of MAR. For further information, please refer
to ESMA guidance ESMA70-145-111 Version 12.

With reference to the European Union's Market Abuse Regulation (Regulation (EU) 596/2014): we warrant that the
information in this report is presented objectively, and the following commercial interests are hereby disclosed: Elston
Consulting Limited creates research portfolios and administers indices that may or may not be referenced in this report.
If referenced, this is clearly designated and is to raise awareness and provide purely factual information as regards these
portfolios and/or indices.

An “Index Portfolio” is not a regulated benchmark but a research portfolio of index-tracking investments with a periodic
rebalancing scheme.

All company, product and service names and trademarks used in this article are for identification purposes only and are
the property of their respective owners, and their usage does not imply endorsement.

This document is not an advertisement or financial promotion. It is provided for informational purposes only and is not
intended to be an offer or solicitation, or the basis for any contract to purchase or sell any security or other instrument,
or for Elston Consulting Limited to enter into or arrange any type of transaction as a consequence of any information
contained herein.

This document is issued by Elston Consulting Limited registered in England & Wales, registration number 07125478,
registered office: 1 King William Street, London EC4N 7AF.

© Elston Consulting Limited. All rights reserved No unauthorised reproduction.
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