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Mind the gap

The economy The stock market

what are other dud, anticlimax, flop, failure,
words for washout, fiasco, disappointment,
damp squib? fizzle, letdown, setback




The Fed blinked a second time WITHOUT a market
riot preceding
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Nice ‘n Easy : central bank liquidity provision
soothes investors’ nerves
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Low inflation provides perfect cover for central
banks to remain supportive

- “We've just touched 2 percent core inflation,
and then we've fallen back. So, I think we would
need to see a really significant move up in infla-
~ tion that's persistent before we even consider
raising rates to address inflation concerns.”
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If bull markets are ‘murdered’ by a restrictive Fed,
Powell quickly retreated this time around

Better safe than sorry

The Fed funds rate is safely back below r#, the rate where it's neither stimulative nor restrictive
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Equity markets are apparetly priced off low rates
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Market expectations for future rates

Manage expectations
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Yield curve inversion (and manipulation?): is this
time different?
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Factor-based probability of a U.S. recession
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Master & Servant : markets are leading central

banks
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The trouble with saying goodbye to the bull
market too early

LENGTH IN CAGR

STARTDATE ENDDATE % CHANGE

DAYS
FULLPERIOD  LAST 10% LAST 15% LAST 50%

10/7/66 11/29/68 48% 539 20.1% 419% 15.7%
9(26/70 11173 4% 666 23.2% 214% 15.0%
1013174 11728180 126% 1,956 14.1% 33.0% 14.6%
8/12/82 B8/25/87 229% 1,274 26.5% 41.3% 217%
1214187 7/16/80 63% 639 21.0% 33.5% 20.0%
10/11/90 312400 4N7% 2,389 18.9% 16.4% 24.3%
9721101 1/4102 21% 72 97.2% @ 79.6% 39.3%
10/9/02 100907 101% 1,260 15.0% 14.7% 11.7%
319109 8/7/18 323% 2,313 16.5% TBD TBD TBD
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Show me the yield
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ECB financial repression makes people do the
NIRP dance

Chart 10: <1yr corporate deposits rates in Euro Area now negative (%) Chart 11: Deposit rates by European country (%)
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Wall Street and earnings ... but where’s the
surprise?

Stock typically slide during quarters that see profit growth decline
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U.S. Quality stocks (Goldman Sachs index)
MSCl World Quality index
MSCl World Momentum index
MSCl World Large-Cap index

MSCl World index
MSCI World High Dividend Yield index
MSCI World Value index

The global rally has been a ‘quality’ rally...

Outperformance of "quality" stocks (base 100 = end 2018, in euro)
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... and that should still be the case in 2020...

Average performance by S&P 500 quality stocks when the profits oycle decelerated (last seven cycles, 1988-present)
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Value finally finding its footing vs growth...

Change of Pace

Value gauge on track to beat growth for 4th consecutive month?
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... and the rotation towards value stocks could
have further to go!

Outperformance of "value" stocks (base 100 = end august 2019, in euro)
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Where the LT opportunities lie : disruptive trends
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‘Old vs Evolving Economy ' and the Stock Market’s

potential return

ﬂ? Fundamental ratios

(30/06/2018)
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Economy Economy

ROE 16.1 13.2

ROIC 11.2 2.8

Income to Sales 13.6 11.4

Hist 3 Year

7.9 3.7

Sales Growth

Hist 3 Year a5 93

EPS Growth ' '
I Debt/Equity 324 61.7
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Some long-term investment themes (1)

+ “Renewable” projects should generate competitive returns

(limote leaders index beats other stocks (base 100= end 2015, in euro)
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Some long-term investment themes (2)

« Cybercrime has increasingly affected multiple industries,
thereby boosting demand for cybersecurity services

Global Average Cost of Cybercrime
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. . 7.7 I
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Source: http://www morganstanley.com/ideas/cybersecurity-needs-new-paradigm

Cybersecurity technology is the main beneficiary of the newest forms of hackers attack (base 100 = end 2016, in euro)
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Some long-term investment themes (3)
e Therise of the robot, loT and Al...

Comparaison entre le coiit horaire d'un robot et d'un salarié dans le secteur manufacturier (USD)

Robots are outperforming (base 100 = end 2008, euro) k900
Source; BCG, ILO
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Safe havens are worth revisiting
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TAA Summary

B 25/11/2019

- Previous allocation

Asset Allocation - +
Cash | ||_|| |.| |
Bonds | |.| L]
Equity | |.| ” " |
Real Estate | ” ” |.| |
Commodities | " |.| " |
Bonds Allocation — +
Sovereign bonds (Incl UST's) | || |-| || |
Investment Grade | " |-| " |
High Yield H HEE
Emerging Markets (hard currencies) | || | |-| |

Emerging Markets (local currencies) | ||| [l |

Inflation linked bonds

CIC IO T ]

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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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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