\ " §
jcamdorGLD 3ALADVISORS

MAKING THE COMPLEX SIMPLE

N THE BIGGER PICTURE

Key macro dynamics of relevance

September 2021

Dr Bob Swarup
Camdor Global Advisors

Copyright © 2021 Camdor Global Advisors All rights reserved



We are still far from moving past Covid-19

Daily new confirmed COVID-19 cases per million people
Shown is the rolling 7-day average. The number of confirmed cases is lower than the number of actual cases; the
main reason for that is limited testing.
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The economy is still highly reliant on govt support
Income support during the COVID-19 pandemic Our World

in Data
Income support captures if the government is covering the salaries or providing direct cash payments, universal
basic income, or similar, of people who lose their jobs or cannot work.
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Source: Hale, Angrist, Goldszmidt, Kira, Petherick, Phillips, Webster, Cameron-Blake, Hallas, Majumdar, and Tatlow (2021). “A global panel
database of pandemic policies (Oxford COVID-19 Government ResponseTracker).” Nature Human Behaviour. - Last updated 27 August 2021,
01:50 (London time)

Note: This income support may not apply to workers in all sectors, and may vary at the sub-national level.

OurWorldInData.org/coronavirus ¢ CC BY
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Stimulus has been dramatic

Aggregate fiscal, monetary and other forms of stimulus (as % of GDP)
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Supply chain issues are for now endemic

Suppliers’ delivery times
Flash PMI, manufacturing supplier delivery times
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Supplier delays have worsened back towards those seen during the initial
economic shock of the pandemic. The UK and US in particular are poised
to break those records.
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The underlying trend is one of rising inflation...

Input Costs

Flash Composite PMI, input prices
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Rising costs driven by costs of materials, shortages of labour and demand
running well ahead of supply. Important to note these numbers have not
show up in inflation yet. Perhaps transient?
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What about inflation?

UK implied inflation forward curve
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Markets are pricing in higher inflation expectations going forward.
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UK real rates remain negative...

CGA Real Rate Tracker
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Real rates have worsened, but the UK appears stuck in a negative real
rate rut, which is punishing for pension liabilities.
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...with forward curves indicating a fragile economy

UK implied real forward curve
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Projections indicate an extended period of low base rates and negative real rates,

implying an economy in need of long-term support. Significant frictional drag for
the pension fund to overcome in the long-term.
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What is the impact on portfolios?

* Risks are binary today — Goldilocks or Gremlins.

* The arbiter between them will be policy and the reaction to it, but we are also flying
blind

*  What do we know?
* Rates are much lower for much longer
* Decrease in real interest rates will hit real returns and reduce risk-adjusted yields

* Increases strain on impaired balance sheets and increases the demand for both
financing and for income

* Demand has returned rapidly, but risks further economic shocks waiting in the
wings, making policy support a growing facet of economic life

* The implication is that markets will continue to rally, as they in effect become
proxies for sovereign risk.

* Falling real yields increase investor appetite for absolute and indexed returns,
while longer-term, negative real rates will continue the crush for yield.
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What is the impact on portfolios?

What are the risks?

Falling yields and rallying markets create a vicious spiral of growing leverage and
underlying economic fragility

Policy is likely to continue to suppress volatility, creating a false sense of security

Policy is also likely to overstay, with the risk of taper tantrums if they recede or
fears grow of inadequacy

The implication is one of statis with growing bouts of volatility storms.

Risks of sustained inflation if policy succeeds and inflation expectations rise — we
note the Fed’s talk of average inflation targets

Societal risks and tensions are also growing in an increasing unequal and inward
looking world

* If policy succeeds, inequality will rise.

* We note this pandemic has been a lockdown of unequals, with rising financial
distress for one part, requiring sustained government support, and forced
savings for another.

* Indicates greater political and geopolitical volatility.
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Where are investors looking to deploy capital?

Fig. 1.6: Investors’ Expected Capital Commitments to Each Asset Class in the Next 12 Months Compared
with the Previous 12 Months
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But more of them see less value also...
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There is significant overhang in the market today

Private debt capital overhang ($B)
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About Camdor Global Advisors

* Camdor Global Advisors (CGA) is an innovative and fast-growing advisor in the local
authority and institutional sector, specialising in holistic macro analysis, economic
scenario modelling, public and private investments, asset-level due diligence and
assessing ESG exposures.

* We support clients across the whole balance sheet including treasury, non-treasury
investment pools (e.g. property), pension schemes, capital programmes and housing.

* Our local authority clients include leading entities across the UK:

3 GREATER
G B ## warriNGTON LONDON Qe
AUTHORITY
‘ I % /—\ @
%&?st%flmster %&WIRRAL Newham London
~/ Oldham

Council

Copyright © 2021 Camdor Global Advisors All rights reserved



Our Services

Investmentratings,
portfolio strategy, due
diligence and stress tests

Strategic

reviews,
economic
scenario analysis,
investment
frameworksand
annual
investment
audits

Borrowingadvice, debt
restructuring, financial
modellingand due
diligence, and execution of
financingtransactions

Rigorousinvestmentand
risk analysis of potential
investments, including
property, alternatives,
renewables and pooled
funds

A bespoke
service
underpinned by
CIPFA’s
principlesand
informed by
both prudential
and ESG
considerations

Portfolio wide supporton
asset allocation,
investmentsourcing,
reportingand buildingan
optimised portfolio to
prudently maximise
income
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Presenter Bio

Dr Bob Swarup is a respected international expert on financial markets, investment strategy,
alternatives, ALM and regulation. He is Principal at Camdor Global Advisors, an advisory firm that
works with institutions and investors around the world on strategic investment, risk
management, ALM and business issues. He also served as Senior Investment Advisor to the
Pensions Regulator, advising them on the development of the new regulatory framework for DB
schemes from an investment, risk and governance perspective.

Bob was formerly a partner at Pension Corporation, a leading UK-based pension buyout firm,
where he ran alternative investments, was Chief Risk Officer and oversaw Thought Leadership.

Bob is a former Senior Visiting Fellow at Cass Business School; on the Advisory Council of the
Columbia Committee for Global Thought and on the Editorial Board of the Journal of Alternative
Investments. He holds a PhD in cosmology from Imperial College London and an MA (Hons) in
Natural Sciences from the University of Cambridge. Bob has written extensively on diverse
topics, with his work being featured in the Financial Times, Economist, Guardian, CNBC,
Bloomberg, Pensions Week and IPE amongst others. He is also the author of the internationally
acclaimed bestseller Money Mania on two millennia of financial crises and the lessons to learn
(Bloomsbury, 2014).
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Contact Us

Dr. Bob Swarup

M: +44 (0)7801 552755
E: swarup@camdorglobaladvisors.com
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Disclaimer and Additional Notes

All rights reserved. Any performance information contained herein may be unaudited and
estimated. Past performance is not indicative of future results. Although all reasonable efforts
have been made to ensure the accuracy of the information herein, neither Camdor Global
Advisors nor any other person involved with the research, compilation, editing or printing of
this report gives any representation, warranty, indemnity or undertaking (whether express or
implied) as to the truthfulness, accuracy or completeness of the information, statements, and
opinions given, made or expressed herein, nor is any responsibility accepted for any act or
omission made in reliance thereon. The investment products and services of Camdor Global
Advisors are only available to eligible counterparties and professional clients. To the extent
permitted by law, Camdor Global Advisors does not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else acting, or refraining
to act, in reliance on the information contained in this report or for any decision based on it. All
information herein is subject to change without notice.

Camdor Global Advisors is incorporated as a Private Limited Company in England and Wales No
09507497. Camdor Global Advisors is authorised and regulated by the Financial Conduct
Authority in the United Kingdom Firm Reference No 798186. Neither this document nor the
information contained herein may be shared with any third party without the consent of
Camdor Global Advisors.
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