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E xecutive Summary

A Region volatility decreased in all observed markeRegion volatility spanned a range that goes from
7.2% (Europe) to 16.2% (AsiaJapan), with North America remaining in the low volatility regime, Asia
exJapan remaining in the high regime, and Japan (Nikkei) and Europe changing from medium down to
low.

A Realized volatility(of the Euro Stoxx 50 index over 30 days) decreased from 17.2% (Medium) to 8%
(Low).

A Equity price sector results were mixewjith IT increasing the most (+3.8%) and Energy losing the most
(-1.8). Sectowolatilities spanned a range that goes from 6.8% (Consumer Staples) to 23.6% (Energy),
with Consumer Staples and IT remaining in the low volatility regime, with Energy and Financials
changing from medium down to low.

A Sovereign bongrice movements were all downwardsyith Italy losing the most6.42%) Volatility
moves were mixed and spanned a range that goes from 0.9% (Japan) to 4.9% (ltaly).

A € NB&dz (& with$hBIBURYosirg $h& host against US Doltab¥b) and gaining the most
against GBP(+0.629%6)X volatility results were mixedS Y RSR NI y3Ay3 o6SisSSy o b
0ek/ |1 CoO®
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16.48, while the VSTOXX from 20.9 to 18.8, with both indicators on the low volatility regime.

A Commodities price changes were mixedith Gold gaining slightly (+0.2%) and Iron Ore losing the
most 14.3%)Volatility changes were mixe@nd spanned a ranged between 15.4% (Gold) to 36.4%
(OilBrent).

A Real Estat€equity) prices movements were mixedvith Europe increasing the most again (+2.5%)
and only Japan closing on the negative side ag@if%).Volatility moves were mixedranging
between 10% (US) to 13% (Japan)

A The average PE Fundained +4.3%, while theverageHedge Fund-0.6%.\olatility for the average
hedge fund decreased from 3.3% to 1.9%, while for the average PE fund it went down from 17.7% to
10.6%, with both changing from high down to low volatility regime.
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Summary volatility matrix and outlook

ASSET AREA LATEST LATESZT REGIME
CLASS VOLATILITY SCORE
Markets are still flying high on |
ow

central bank and government North America g =
support pushing valuation higher Asia ex-Japan 16.2% 0.4 high
and higher. However, as inflationary Europe 7.2% -1.4 low
pressu:.re-: k?eps .rlsmgband o S (Gl 13.4% 0.8 low
geopolitical tens!ons etween ina EQUITIES pr— 23.6% 05 low
and the US continue to linger un - .
resolved, there may soon be an end gto;slgg“er 6.8% 11 low
to the party. P
Financials 11.7% -1.0 low
First attempts of central banks to T 10.9% 1.3 low
prepare an enq to the tgpermg, VOLATILITY Volatility of VIX 127% 0.0 medium
resulted in an increase in yields for .
; : OF Volatility of 114% -0.3  medium
weaker economies. Also, equity VOLATILITY VSTOXX
markets stated skidding as
. L 3.0% -0.5 low
uncertainty about sustainability of Germany 00 i
current bull markets rose. GOVERNMENT [t 3.3% 0.1 medium
) ; ) BONDS Japan 0.9% -0.4 medium
Biden’s retreat from Afghamstan ey 4.9% 0.4  medium
sent the country back into the hands 5
of the Taliban creating unrest in the o/ 3 4.3% 1.5 low
region. Global supply chains are still a/ Yen 3.9% -1.4 low
impacted by COVID restrictions, >/ CHF 4.6% 1.3 high
notably new cases in China, while o/ £ 3.7% 1.3 low
global IPOs continues increasing. J— 36.4% 05 high
Overheated markets may be due for
i i i 15.4% -0.2  medium
a cooling off in the autumn rain ST EETIES Gold 0 :
soon. Copper 22.4% -0.1  medium
Iron Ore 32.1% 0.4 medium
us 10.0% -1.5 low
PROPERTY Europe 12.3% -0.7 low
Japan 13.0% -0.4 medium
eSS HFRX Global HF 1.9% 1.2 low
Avg PE Fund 10.6% -1.2 low
ZCF 1% left (vs- -3.17 -1.1 high
KURTOSIS 2.33 for normal
curve)
Average 36% 0.8 hlgh
market

CORRELATION

correlation with
euro equities

Note: Throughout the text we refer to
volatilities as being "low", "medium" or "High".
We define this by defining three equal "sized"
regimes over the last 12 months. i.e. 3 Hi g h j
volatility implies that volatility is in the upper
third of its statistical range over the last 12
months. The table shows the "z-score" of the
volatility of each market, i.e. how many
standard deviations above (or below) the
mean over the last 12 months each market's
volatility is.



Key News

Major Volatility -Driving Events

ECB adjusts pace of PEPP program. Only

Jrecalibratingij PEPP not t@P%E‘STWQ‘TElgIFOCﬁ%%l’D@%EEFQPED

Lagarde. Earlier fears of an end of tapering led COUNTRIES

to jumps in yields of Southern European

countries. ECB’s balance sheet continue to push

ATHs.

Chinese Real Estate giant Evergrande so far o /

unsuccessfully looking for a capital injection P S

through new investors raising fears of a second

Lehman type of situation. "
0% —r

FED also pushing ATHs for its balance sheet
now roughly at 37% of GDP vs. 80% for ECB. . I s
Bank of Japan levelling at 134%.

820 Sep20 Ot20  Now2D Dec20  Jan2 Feb-21  Apr21  May21 Jun 21 Aug21

Polls in Germany see tight race between
conservatives and socialist parties in the race to
succeed Angela Merkel. Also, no clear potential
constellation regarding government coalition
emerging yet.

—8—Us —8—UK - -0--Spain —e— Germany Euro Area Japan —#=—France taly

GDP ESTIMATES FOR 2021, DEVELOPING
COUNTRIES

As US president Biden commands US troops
back home, Afghanistan plunges into chaos

with the Taliban taking control over the country.

This wiped out 20 years long international A - ———
efforts in the country to establish a western
type of democracy.

As search for investment opportunities . —
becomes more and more difficult, global IPOs
keep creeping up into what some people may
call 34YPO Maniaj, Some a = . e ren e e e
next phase in overheating markets. ——Crina ——indis —8 ~Turkey  —e— Rust -



Kurtosis

Correlation in the equity markets

Kurtosis (against normal +/ - 2.33)

The distribution of risks in European equity
market displays denormalization on the left side
with the ZCF 1% left at -3.17 and the right ZCF
1% at +1.87 (both as of 31st of August).

Cornish -Fischer expansion of Eurostoxx50 (60 days)
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Methodology

To capture a measure of both Skewness and Kurtosis

we look at the Cornish -Fischer expansion, which gives a
good measure of the tails of the equity market. (We use
a 60-calendar day rolling basis). The underlying market
we plot is the Euro Stoxx 50, but other equity markets
normally show very similar results.

We plot on the chart the expected Z -scores for 1% left
tail (i.e., @ 99% VaR) and a 1% right tail assuming a
normal distribution: +/ -2.33.

We also show the Cornish -Fischer expansion result for
the same market. This indicates how far from a normal
distribution each tail was.

On a long -term basis, on average, the tails are slightly
fatter than the normal distribution would suggest,

which should not come as a surprise. What is perhaps
more surprising is how much variation in fat  -tailedness
there has been: a daily 99% VaR has varied between -1
and -4.5 standard deviations over time.



36%

11.08%

1.2%

Inter -market correlations
with EU equities

Inter -market correlations (with EU equities)
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Correlation with euro equities decreased during last
month, leading our average correlation indicator to
increase from 37.2%. to 36% (high).

Multi -asset portfolio volatility
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We also look at a hypothetical multi -asset portfolio
consisting of equities, bonds, gold, oil, and hedge
funds.

The average asset volatility decreased, moving from
11.95% to 11.08%, while the benefit of multi -asset
diversification decreased, moving from 4.4% to
3.9%.

In combination, multi -asset portfolio volatility
decreased from 7.6% to 7.2%.

Note: The chart shows 30-day correlation over time between different
markets and the pan-Euro equity market. Higher levels of correlation will in
general lead to lessability to diversify risks, and higher portfolio volatility for
given position holding volatility .



E quities
Stock price

STOCK PRICE PERFORMANCE: REGIONS (LOG SCALES)
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Equity region price movements were upward trending.
North America gained +2.7%, Asia ex -Japan gained
+1.7%, Europe gained +1.9%, Japan (Nikkei) gained
+3.0%.

STOCK PRICE PERFORMANCE: SECTORS (LOG SCALES)
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Equity sector results were mixed. Energy lost -1.8%,
Consumer Staples gained +0.7%, Financials gained
+3.4%, IT gained +3.8%.

+3.4%

FINANCIALS

-1.8%
ENERGY

+0.7%

CONSUMER
STAPLES




E quities
Volatility

1.2%

EQUITY VOLATILITY: REGIONS

Volatility decreased in all observed regions. North
America fell from 11.5% to 8.1% (low), Asia ex -Japan
fell from 19.4% to 16.2% (high), Europe fell from
14.0% to 7.2% (medium down to low), Japan (Nikkei)
fell from 15.2% to 13.4% (medium down to low).

EQUITY VOLATILITY: SECTORS
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Volatility results were also mixed. Energy fell from
26.9% to 23.6% (medium down to low), Consumer
Staples rose from 6.8% to 6.8% (low), Financials fell
from 18.7% to 11.7% (medium down to low), IT fell
from 12.6% to 10.9% (low).



E quity Implied Volatility

Market -Implied Near Term Outlook

Implied Volatility

Implied volatility decreased during August. VIX
changed from 18.2 to 16.48 (low), while the
VSTOXX from 20.9 to 18.8 (medium down to
low).

IMPLIED VOLATILITY

o 16.48%

o o SR o N N N N 5 N
P P v R R
W R P @ @ W @ @@
—— VSTOXX ----- VIX

Implied vs Realised Volatility

The realised volatility (of the Euro Stoxx 50 index
over 30 days) also decreased from 17.7% to 8%
bringing the ratio of implied/realised volatility to
move up from 118% to 234%.

This ratio is still suggesting that the market is
currently anticipating future volatility to be
considerably higher than current.

IMPLIED VS. REALISED VOLATILITY
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Note : Note: the implied/realised volatility ratio givesan indication as to whether the market seesan event in the next 30 days (the
implied volatility period) which will increase realised volatility (implied/realised >100%, e.g. within 30 days prior to the Greek elections
during the Greekecrisis) or a period of relative calm after high realised volatility (implied/realised <100%, e.g. immediately after Dr a g h i A
calming 3 w h a t itet vaekreosipents).
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Fixed Income
10-Year Government Bond Futures

PRICES OF 10Y BOND FUTURES

Prices

Government bond prices movements were
all downwards. Germany lost -0.6%, US lost
-0.3%, Japan lost-0.1%, Italy lost -0.6%.

125

115
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10 YEAR BOND SPREADS OVER GERMANY, %

Italian spreads over Germany increased
slightly from 1.08% to 1.09%, while the
Spanish spreads against Germany
decreased from 0.73% to 0.72%.

VOLATILITY OF 10Y BOND FUTURES

Volatility results were mixed. Germany fell
from 3.1% to 3.0% (low), US fell from 4.2%
to 3.3% (high down to medium), Japan fell
from 1.0% to 0.9% (medium), Italy rose
from 2.8% to 4.9% (low up to medium).



