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Inflationary pressures over time
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Rising pressure on US prices
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Source: Pictet Asset Management, CEIC, Refinitiv Datastream; May 2021. *7 items: Lodging away from home, used cars, car rentals, airline fare, televisions, toys, personal
computers



US closing output gap will drive inflation higher
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Source: Pictet Asset Management, CEIC, Refinitiv Datastream; May 2021. *US output gap (realised GDP to potential GDP ratio) & inflation (1-yr change in core PCE inflation rate).
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Best hedges against inflation: TIPS, housing,
gold & commodities

Correlation between asset classes’ returns and current
economic growth and inflation since 1950*
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Source: Pictet Asset Management, CEIC, Refinitiv Datastream; May 2021. *Based on USD returns. Date ranges for data are as follows: US Treasury 01.01.1979 - 31.12.2020; Gold:
01.01.1969 - 31.12.2020; US inflation-linked: 01.03.1998 - 31.12.2020; US corporate: 01.01.1974 - 31.12.2020; Commodities: 01.12.1970 - 31.12.2020; US high yield: 01.09.1987 -

31.12.2020; US money market: 01.01.1996 - 31.12.2020; S&P 500: 01.01.1950 - 31.12.2020; US housing: 01.03.1971 - 31.12.2020.
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Total returns® & activity/ inflation regimes in the US

High .
economic Regime 1 Regime 2
activity - Equity - Commodities
- High yield - Equity
- Investment grade - High yield
- Gold
- Housing
Regime 4 Regime 3
Low - Nominal bonds - Gold
. - Investment grade - Commodities
economic - UsD - inflation linked
activity
Weak/declining High/rising
inflation inflation

Source: Pictet Asset Management, CEIC, Refinitiv Datastream; May 2021. *Based on average annual year on year returns in USD under four US economic scenarios. Date ranges
for the periods considered are as follows : US Treasury: 01.01.1979 - 31.12.2020; Gold: 01.01.1969 - 31.12.2020; US inflation-linked: 01.03.1998 - 31.12.2020; US investment grade:
01.01.1974 - 31.12.2020; Commodities: 01.12.1970 - 31.12.2020; US high yield: 01.09.1987 - 31.12.2020; US money market: 01.01.1996 - 31.12.2020; S&P 500: 01.01.1950 -
31.12.2020; US housing: 01.03.1971 - 31.12.2020. 6



Total returns and regimes:
historical behaviour by asset class

Historical behaviour of total returns and activity/inflation

20 regimes by asset class since 1950*

15

II Il II " I - L

-5

(@)

Average Y/Y returns
o

-10

-15
SP500 US high-yield US Corporate US Treasury  US Inflation US housing Commodities Gold US dollar
credit linked

= Non-inflationary expansion  mInflationary expansion Inflationary low growth non-inflationary low growth

Source: Pictet Asset Management, CEIC, Refinitiv Datastream; May 2021. *Based on USD returns. Date ranges for the periods considered are as follows: US Treasury: 01.01.1979 -
31.12.2020; Gold: 01.01.1969 - 31.12.2020; US inflation-linked: 01.03.1998 - 31.12.2020; US Corporate: 01.01.1974 - 31.12.2020; Commodities: 01.12.1970 - 31.12.2020; US high
yield: 01.09.1987 - 31.12.2020; US dollar: 01.01.1976 - 31.12.2020; S&P 500: 01.01.1950 - 31.12.2020; US housing: 01.03.1971 - 31.12.2020.
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EM total returns do well in inflationary expansion

Total returns by region and asset classes in

= inflationary expansion (regime 2) since 1970*
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Source: Pictet Asset Management, CEIC, Refinitiv Datastream; May 2021. * Based on USD returns. To 31.12.2020; start dates for the periods considered are as follows: USD effective: 01.01.1997; WD ex-
US Agg (H): 01.01.1990; WD ex-US Govt: 01.01.2000; US Govt: 01.01.1973; EMLC (H): 01.12.2002; WD ex-US Corp (H): 01.01.2001; WD ex-US Agg: 01.01.1990; US Inf-linked: 01.03.1997; US Agg:

01.01.1976; WD ex-US Inf-link (H): 01.12.1997; WD ex-US Corp: 01.01.2001; US Corp: 01.01.1973; WD ex-US Inf-link: 01.12.1997; Gold: 01.01.1970; Commodities: 01.01.1970; CEMBI: 01.12.2001; EMBIG:
01.12.2002; WD ex-US HY (H): 01.12.2011; US HY: 01.09.1986; EMLC: 01.12.2002; SP500: 01.01.1970; WD MSCI: 01.01.1970; WD ex-US MSCI: 01.05.2004; WD ex-US HY: 01.12.2011; EM MSCI:

01.12.1987.
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Can emerging markets really do well?

e EM growth underperforms DM, but strong EM growth is what matters
 EM benefits from very supportive drivers

— Global trade

— Commodity prices
e USrising 10-year Treasury vield:

— Not a risk when strong EM growth

— Strong EM growth & rising 10Y UST yield is best for EM

— External financing needs have massively declined

Source: Pictet Asset Management; May 2021.



EM asset returns in different EM growth and
US yield regimes

EM asset classes returns in different
EM growth and US 10-year regimes*
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Source: Pictet Asset Management, CEIC, Refinitiv Datastream; May 2021. *Based on USD returns. To 31.12.2020; start dates for the periods considered are as follows: EMLC:
01.12.2002; EMBIG: 01.12.2002; CEMBI: 01.12.2001; EM MSCI: 01.01.1998; EM FX narrow: 01.01.1998; ASxJ FX: 01.01.1998; Latam FX: 01.01.1998; USD effective: 01.01.1998. 10



* Inflationary pressures likely to remain over 2022-2023
— Central Banks’ reaction will be key
* Some asset classes perform well in this environment
— E.g. equities, commodities, gold and high yield
* Emerging Markets: a strong hedge, especially under Regime 2

— The economic environment looks set to stay very
favourable for EM assets.

Source: Pictet Asset Management; May 2021.



For more information
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This material is for distribution to professional investors only. However it is not intended for distribution to any person or entity
who is a citizen or resident of any locality, state, country or other jurisdiction where such distribution, publication, or use would

be contrary to law or regulation.

The information and data presented in this document are not to be considered as an offer or sollicitation to buy, sell or subscribe
to any securities or financial instruments or services.

Information used in the preparation of this document is based upon sources believed to be reliable, but no representation or
warranty is given as to the accuracy or completeness of those sources. Any opinion, estimate or forecast may be changed at any
time without prior warning. Investors should read the prospectus or offering memorandum before investing in any Pictet
managed funds. Tax treatment depends on the individual circumstances of each investor and may be subject to change in the
future. Past performance is not a guide to future performance. The value of investments and the income from them can fall as
well as rise and is not guaranteed. You may not get back the amount originally invested.

This document has been issued in Switzerland by Pictet Asset Management SA and in the rest of the world by Pictet Asset
Management Limited, which is authorised and regulated by the Financial Conduct Authority, and may not be reproduced or
distributed, either in part or in full, without their prior authorisation.



For UK investors, the Pictet and Pictet Total Return umbrellas are domiciled in Luxembourg and are recognised collective
investment schemes under section 264 of the Financial Services and Markets Act 2000. Swiss Pictet funds are only registered for
distribution in Switzerland under the Swiss Fund Act, they are categorised in the United Kingdom as unregulated collective
investment schemes. The Pictet group manages hedge funds, funds of hedge funds and funds of private equity funds which are
not registered for public distribution within the European Union and are categorised in the United Kingdom as unregulated
collective investment schemes.

For Australian investors, Pictet Asset Management Limited (ARBN 121 228 957) is exempt from the requirement to hold an
Australian financial services license, under the Corporations Act 2001.

Pictet Asset Management Inc. (Pictet AM Inc) is responsible for effecting solicitation in North America to promote the portfolio
management services of Pictet Asset Management Limited (Pictet AM Ltd) and Pictet Asset Management SA (Pictet AM SA).

In Canada Pictet AM Inc is registered as Portfolio Manager authorized to conduct marketing activities on behalf of Pictet AM Ltd
and Pictet AM SA. In the USA, Pictet AM Inc. is registered as an SEC Investment Adviser and its activities are conducted in full
compliance with the SEC rules applicable to the marketing of affiliate entities as prescribed in the Adviser Act of 1940 ref.
17CFR275.206(4)-3.



