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Weekly Trading Information - Markets update

A mixed picture for equity markets last week, as the US indices rallied higher, with the exception of
Nasdaqg, and Europe facing again selling pressure, to finish lower. It was all about politics, as the Tax Bill
in the US continues to draw attention, while in Europe the Brexit negotiations together with the German
government deadlock are on investors minds a few days before the holidays. However, the Tax Bill was
finally passed by the Senate over the weekend, albeit with a narrow margin, which should help
European equities at least for the start of the week. The UK. - E.U. negotiations are entering a delicate
phase this week, as top officials are meeting, including a lunch between Theresa May and Juncker
today. As for macro data, the second reading of the US 2nd quarter GDP was announced at 3.3%, higher
than the 3.0% expected, while inflation in Europe seems to be stuck at 1.5%. This is markedly below the
2% limit of the ECB, giving rise to speculation that the ECB will be very patient in raising rates even after
the end of its QE program.

Technology stocks were under selling pressure for most of the week (with the notable exception of IBM
+2% and Cisco +3%), as there seems to be a rotation towards sectors that have been left behind as well
towards those which will benefit most from a lowering of the corporate tax rate (Telecoms, Financials).
Shell (+2.5%) announced that it will end the “scrip dividend”, ie it will start paying its dividend only in cash
as of 15t quarter 2018, a clear confidence measure that the worst for the company's cash flow and the oil
market is probably behind it. Carrefour (+7%) confirmed its discussions with FNAC for partnering on e-
commerce, while they have also confirmed their discussions with Amazon, making investors speculating
on a possible takeover (Sainsbury +3%, also attracted investors interest after Carrefour's news). Disney
(+2%) announced an 8% increase in dividends, making the fifth straight year of steady dividend growth.

Government bonds were mixed. The US Treasury 10 yield closed higher at 2.40%, as equities were
strong, while the 10year German Bund closed lower at 0.35%, as European markets struggled.

Gold failed to break above 1300$ and faced significant selling pressure towards the end of the week, to
finish below all its support levels, at 1275%.

The EUR moved lower after the strong US GDP data and after the market saw significant progress at the
US Senate, with respect to the Tax legislation. Given the FED meeting next week and the failure to
break above 1.20, it should trade in a range of 1,.17-1.19 in the coming days before the holidays.
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High Conviction Portfolio Chart of the Week

Price %YTD % WTD % from high 52 wk high 52 wk low

Roche 24810 6.7 0.6 -9% HEL) 218.30 European equity markets' performance is disappointing
Novartis 83.80 131 05 2% 8540 67.80 once again after an initial rally at the start of the year.
Sanofi 74.82 -2.7 -3.4 -20% 92.97 7339 Given its recent fall against the rise in the US, Europe
Societe General 4196 -102 -3.6 -20% 52.26 3950 looks significantly oversold according to the below metric,
BNP Paribas 62.85 38 -1.2 -9% 69.17 5378 produced by Morgan Stanley. Current levels of oversold
Barclays 189.40 -15.2 0.0 -23% 244.40 177.30 situation has been associated in the last 5 years with a
Lloyds 64.75 4.4 -2.0 -12% 73.58 56.50 period of outperformance in the following 12 months as
ACS 3198 6.5 -3.2 13% 36.75 27.69 shown below. Hence, we would add to European
i 60.41 1055 -10.8 -15% 71.49 50.80 exposure at current levels.
Logitech 33.20 30.7 -4.5 -15% 39.00 23.85
Cisco 37.60 24.4 3.0 -1% 38.03 20.12 Exhibit 27:
IBM 154.76 -6.8 19 -15% 18279 13913 Europe now looks tactically oversold post the latest leg of underper-
Sainsbury 233.00 -6.5 25 -18% 283.60 222.40

. formance
Imperial Brands 3072.00 -13.3 -1.9 -22% 3956.50 3015.50
e 69.79 15.9 14 3% 72.00 57.99 I‘.-'q(:i[_il Europe vs MUl World £-score around 12MA
Unilever 47.77 221 -1.4 -90% 52.31 36.48 i
Carrefour 17.85 -22.0 6.5 -26% 24.08 16.31
Nestle 83.75 14.6 -1.7 -3% 86.40 67.00
Adient 78.40 338 0.7 -9% 86.42 51.74
Disney 105.25 1.0 25 -9% 116.09 96.20
Starbucks 57.32 3.2 0.9 -12% 64.87 52.58
Newell Brands 3151 -290.4 111 -43% 55.07 27.46
Dufry 140.70 10.8 -2.2 -18% 172.60 122.90
Royal Dutch Shell 26.86 33 2.5 -5% 28.25 22.73
ENI 13.82 -10.7 0.0 -13% 15.92 12.94 .
Deutsche Telecom 14.98 -84 11 -17% 18.15 14.47 ) ) ) ~ }
Telefonica 8.56 s 03 18% 10.42 .46 MNowv-12 MNov-13 MNov-14 MNov-15 MNowv-16 MNow-1i
e 224.00 121 -0.7 2% 233.90 186.50 Source: MSC], Morgan Stanley Research
AT&T 36.50 -14.2 4.9 -15% 43.03 3255

4.12.2017



Disclaimer

The content of this document has been produced from publicly available information as well as from internal research and rigorous
efforts have been made to verify the accuracy and reasonableness of the hypotheses used. Although unlikely, omissions or errors might
however happen.

The data included in this presentations are based on past performances and do not constitute an indicator or a guarantee of future
performances. Performances are not constant over time and can be positive or negative.

Any investment decision needs to be discussed with your advisor and cannot be based only on this document.

This document is strictly confidential and should not be distributed further without the explicit consent of Kendra Securities House SA.
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