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A true worldwide lockdown...

Lockdown index, April 14-April 20
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A true worldwide lockdown...

Lockdown index, May 30-June 5
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Activity is gradually increasing as lockdowns are
eased
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The first quarter decline is dominated by domestic

lockdowns...
Mobility index
95
H L 4
United States Sweden . * Turkey
90 cormama e e
ermany, ¢ .
) South Korea ¢ Finland
Netherlands ... + Poland
8% T
........ .
e Lithuania
¢ Slovakia Be.lg.l.L-{m """ ¢ Austria
80 v v T
France ..
75 L 2
Spain
70
+ltaly R*=0,6901
65 [ I I I I I I I 1
-0,07 -0,06 -0,05 -0,04 -0,03 -0,02 -0,01 0 0,01

1Q GDP growth, QoQ

Note: index of average activity since Feb 15 for retail & recreation, groceries & pharmacies and workplaces using Google
COVID-19 Community Mobility Reports with data through May 2. 100=baseline of activity between Jan 3 and Feb 9
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...and second quarter will be worse

Cumulative deviation from baseline index (data through June 5)
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China sees (only) gradual normalisation
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Strong third quarter expected

Real GDP growth (QoQ% annualized, YoY% for China)
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The risk of a return of Covid-19 later this year

(reality is that virus will not disappear without vaccine)




The number of new infections in Europe is still following the Chinese
pattern ...
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...and in the US???
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Renewed centrifugal forces in the Eurozone




Tourism will be hit hard
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European periphery is more vulnerable

Vulnerability index

eDepth and length of the lockdown

eFiscal response including automatic stabilisers

eSectoral and company size sensitivity to the corona crisis
eFinancial position of the corporate sector

eFinancial position of households

eGlobal value chain vulnerability
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Public finances deteriorate

Debt to GDP ratio (2019)
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European fiscal impulse to the rescue?

«NextGenerationEU: small, but(if approved)
important symbolic value
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Brexit: no extension, mini trade agreement likely




Secular stagnation revisited
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It took some time for economies to return to their
pre-crisis level after the financial crisis

# quarters needed to return to Q1 2008 GDP
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The V-shaped illusion

Belgian GDP during recessions
(100 = Peak of economic cycle

105

\
D

95
\ |
90 I
|
85 i
Voo
l

8OI 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

0 1 2 3 & 5 6 7 8 9 10 11 12 13 14 15 16
I
!
I
!

—=2001 =——2008 =—2020

Phase II: slow recovery

21



Why the recovery will be long and drawn-out

« Second round effects (e.g. more savings on the back of higher
unemployment, bankruptcies)

« Some of the measures to contain spreading of diseases (like social
distancing will remain in place for quite some time). Wildcard: early vaccine

« International trade is becoming less of a growth driver
- deglobalisation trend is still present (new US president unlikely to reverse
this, e.g. in the Netherlands opposition against CETA and against Mercosur
trade agreement)
- more international conflicts (e.g. regarding digital tax)
« Adverse demographics
 Debt overhang

« Lower investments hampering productivity growth




Lagging private investment, falling public
iInvestment
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Business investments likely to crash because of
the crisis
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Public debt strongly increases

130.0 H - 11.0
120.0 A - 10.5
110.0 A - 10.0

100.0

90.0 9.0

80.0 8.5

70.0 8.0

60.0 ] 7.5

50.0 - T T T T T T T T T T T - 7.0
09 10 11 12 13

2007 08 14 15 16 17 18 19 20

FEE Advanced Economies Debt in% GDP === Advanced Economies Interest-to-tax-revenu (rhs)

Source: IMF




The printing press to the rescue?




Fed acted to reduce financial stress
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US interest rates will remain low

Federal Open Market Committee Projections
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Fed eyes labour market, not stock market

So, really, it's about getting the labour
market back and getting it in shape, that's
our major focus.

If we would hold back because we think
asset prices are too high, others may not
think so, but we just decided that that's the
case, what would happen to those people?
You know, what would happen to the
people that we're actually, legally
supposed to be serving?

We're supposed to be pursuing maximum
employment and stable prices, and that's

A what we're pursuing.
5
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Bond yield spreads with Germany
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Trouble in Karlsruhe




Inflation outlook still muted, despite consumer
discomfort
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Why balance sheet expansion is not the same as
money creation
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Money velocity has come down strongly
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Some trends speed up

Crisis speeds up L'Oréal’s digital makeover
:glficved in BP to SHCG $17.5
eight weeks as pand

what would ® Crisis hastens s
have taken

Lubomira reshoring industries
Rochet

Lockdown (16 maart - Fase 1 versoepeling (27 Fase 2 versoepeling (11
26 april) april - 10 mei) mei - 31 mei)
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2H20 Financial Market Outlook

“Financial Repression 2.0:
Fast & Furious”

Steven Vandepitte

Sr. Strategist

Brussels =June 23,2020
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The scores on the doors

Qutperformance of bonds (base 100 = end 2019, in local currencies)... "
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Volatility jumped more than in 2008

Very high levels of excess volatility of equities relative to bonds (base 100 = end 2005)
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Lazarus like recovery with US & Tech leading
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Wall Street over Main Street is nothing new (1)

- Global stocks keep climbing even as growth slows and 2020 profit estimates get cut
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Economic Expansion vs. S&P 500 Price Change
M Nominal GDP Expansion [ S&P 500 Price Change

210109 = 20 1 O
2001-2007 [E—

1991-1999
1982-1990
1975-1979

1970-1973

1060-1960 N
1958-1960 [

1954-1957 i —
1949-1953 i —

0 50

Source: Bloomberg Intelligence

- ING



“FEDmidable”
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QE Infinity: more than a bazooka applied and not
exactly out of ammo
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What inflation?
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There's more ways than one to look at stock
market valuations

Sl
While forward P/E ratio cannot be considered as cheap, the level of liquidity in the market is making stocks look cheap
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ERP in the US still relatively Ok
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First underlying premise : real yields stay this
negative

16,0000 23 The spread between the S&P 500's dividend yield and the US 30-year Treasury's yield is the widest it's ever been in over 40 years !
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Second underlying premise : V-shaped earnings
recovery ....

Forward valuations are more expensive... (forward P/E ratio)
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Risk appetite extremely positive again
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Financial repression 2.0 : lower returns in Fl
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|G credit : recovering after being in the eye of the
storm. Not exactly cheap
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HY : spreads trading at levels implying default
cycle is over already (1)

The monetary and fiscal policy mix is bullish for credit spreads
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HY : spreads trading at levels implying default
cycle is over already (2)

Megative outlook for debt with "BBB-" rating (£ billion)

Total debt on "BBB-" (outer) versus "BBB-" on negative outlook (inner)
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Trade v. investment: Value's fortune not expected
to change fundamentally soon

The MSCI World Value index’s ratio to the MSCI World index has never been so low!
E30

20

F10

i "

k-2
Ratio MSCI World Value index / MSCI World index
Ratio MSCI World Growth index / MSCI World index L3
’76"?? '78"79"80 ’Bl"BZ"EB"M"BS f&s"m '88‘%9‘%‘@1‘f92"93"94‘f95‘f96"97‘faa"%"m‘nl"oz"oa‘m fos‘fo& ’07"08"09"10"11"12"13"14"15"16"1?"18"19 '20‘

MX0000G Index (MSCT World Growth Index) MSCT Growth, Valug/MXW0 Monthly 31DEC1 Copyright? 2020 Bloomberg Finance L.P. 18-Jun-2020 07:49:49




Quality shines the world over (1)




Quality shines the world over (2)

Average performance by &P 500 quality stocks when the profits cycle decelerated (last seven cycles, 1988-present)
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You don't want to be short on pharma stocks!

Healthcare's earnings are nearly untouched, unlike market's ones (base 0% = end 2019, in local currencies)
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Technology stocks are luring record inflows

Performance of main sectors (base 0% = end 2019, in euro)
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Sustainable : ESG and factor investing

SECTOR WEIGHTS COUNTRY WEIGHTS
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Gold is ‘Powelling’ up. The need for hedging

20004 . ) . .
Atorrent of money printing and fiscal stimulus has driven gold above $1,700
L
18004
) QE infinity
16004 # 6l
14004
»5H
- Jl .Jsm
12004 (L “
<l
QE3 Quantitative
1S Tapering
F 3l
8004 QE2
» 2
i al
4004 N Ul
L
Tt L
2004 Gold spot price (left scale, UsDiounce)
Fed balance sheet (right scele, § tillon) k0
%% | 197 ‘ 19%8 ‘ 159 ‘ 2000 ‘ 001 | 20 ‘ 2003 ‘ 2004 ‘ 205 ‘ 2006 ‘ 007 ‘ 208 ‘ 009 ‘ a0 | 201 | 01 ‘ 1B ‘ 04 ‘ 15 ‘ 16 ‘ av ‘ 018 ‘ Plik] ‘ A0
FARBAST Index (US Condition of All Federal Reserve Banks Total Assets) Gold vs F Copyright? 2020 Bloomberg Fnance LP. 18-Jun-2020 09:09:42

KGO




TAA Summarg (as of June 15th)

Asset Allocation
Cash

Bonds

Equity

Real Estate
Commodities

Bonds Allocation

Sovereign bonds (Incl UST's)
Investment Grade

High Yield

Emerging Markets (hard currencies)
Emerging Markets (local currencies)
Inflation linked bonds

Regional Allocation
United States
Eurozone

Europe ex EMU
Japan

Emerging Markets

Sector Allocation Europe
Financials

Information technology
Communication services
Durable consumer goods
Healthcare

Utilities

Energy

Materials

Industrial goods

Daily consumer goods

Sector Allocation US
Financials

Information technology
Communication services
Durable consumer goods
Healthcare

Utilities

Energy

Materials

Industrial goods

Daily consumer goods
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Q&A from the home office
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Disclaimer

This information or these opinions are protected by copyright; as such, this document may not be reproduced,
redistributed or transferred to any other person, nor published in whole or in part.

This document is communicated purely for information relating to the general investment strategy of ING Belgium
SA/NV in respect of its asset management. The information or opinions contained herein are thus not and must not be
interpreted as being a recommendation to subscribe, or as advice or a recommendation to conclude any transactions.

The information or opinions expressed are only valid on the date of their publication and are subject to subsequent
change by ING Belgium SA/NV, according to the evolution of the economic climate, for example, without the need for
ING Belgium SA/NV to inform its customer base.

Although ING Belgium SA/NV has taken reasonable measures to ensure that the information or opinions are of a high
standard, neither it nor any of its staff can be held liable for any damages and direct or indirect costs which may result
from the use of said information or opinions or any decisions made on the basis of this document, except in the event
of gross negligence committed by ING Belgium SA/NV or one of its staff.

ING Belgium SA/NV - Bank - Avenue Marnix/Marnixlaan 24, B-1000 Brussels - Brussels Register of Companies - VAT 0403.200.393 - BIC (SWIFT): BBRUBEBB
IBAN (Account) : BE45 3109 1560 2789 (310-9156027-89). Insurance broker, registered with the FSMA under code number 12381 A.
Editor responsible: Philippe Wallez, Cours Saint-Michel/Sint-Michielswarande 60; B-1040 Brussels
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