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German 2013 Election

Election results

LT

Gains and losses

Change in number of seats,

100 %0 80

ureens
Left Party
-93

COU/CSU:
41.5

2013 election

70 60 50

Polititad=pg leanings

SPD: Socal Demor
Party of Ge

Left Party

Greens

Source: Der Bundeswahlleiter

Centre-left

Left
Left
left

40

30

20

CDU: Christa
CSU: Christi:

in Bavariz

COALITION TOTAL: 48.«

20 30 40 50 60 70

(MR 62
(AR

Centre-right
Right

Centre-right
Right

*Alternative fir Deutschland

SAXO

BANK




German Election — the call

Election Loser: SPD and “Uncle Martin”

Not it’s not time for Schulz but probably for justice

Zeit fur mehr Gerechtigkeit.
Zeit fur Martin Schulz.
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German Election — the call
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And the

Election Winner: FDP and Christian Lindner (Mini-Macron)

Consensus is for new +CDU/CSU + SPD coalition
Saxo Bank call is CDU/CSU + FDP
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Ms. Merkel’s ‘best’ friends
Trump, Putin & Erdodan

MUTTLMERKEL SA¢S

TKNOW THEY ARE SCUMBAGS
BUT THEY ARE MY SCUMBAGS

T WiLL BUILD I Wi -
A WALL AND MEXico A l;l‘;\hL{(.L :l:}’fwo
WilL PAY FoR 1T ! EUROPE WilL
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German Election 2017
#1 topic not discussed — Refugee crisis

Germans on the Eve of the Election

'I've Never Seen So Much Hate'

Psychologist Stephan Grilnewald has spent much of his career studying Germans. In a new study, he looked
at current political attitudes and discovered raw emotions ahead of the upcoming election.

e Interview Conducted by Nils Minkmar s
A

#1 issue among voters: Refugee crisis — open vs. closed doors
Lesson: Voters are looking for ‘compromise’ from politicians
# 2 Because of Putin, Erdodan and Trump voters backs Miutti Merkel

Lesson: Politics is driven by fear rather than vision/action
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German Populisme - AfD

Populists’ popularity
ATD voting Intention (O « Individual national polls «= FT average of seven polisters’ latest polls January 18 2017 April 19-24 2017
Bjorm HMocke sparks furore Ms Petry announces she
with a speech suggesting will not lead the AfD's
Germany should stop trying election camp:faflgn, after
p to atone for Its Nazl past and  falling In her effort 1o shift
:'Eg:::,:Cz:’;:lf"\;“z"r‘_l‘l:“;‘:il calling the Berlin Holocaust the party 1o the centre,
- s memorial a ‘monument of The party choses Allce

Sep 22 2013 May 22 2014 supporfers, including four shame’, Ms Petry attempts to  Weldel and Alexander
Led by Bernd Lucke, an The party takes 7 per cent MEPSs, leave the party. expel Mr Hocke, sparking a Gauland as Ifs leading
economics professor at of the vote In the European new feud In the party. candidates.
Hamburg University, election, and seven ATD Dec 31 2015
and standing on an MEPs enter the European Dozens of women are
anti-euro platform In Parllament. " ®
the wake of EU ballouts, sexually assaulted by
the newly-formed AfD Y men of North African
narrowly misses gaining origin during new

gyl ket year’s celebrations In
the 5 per cent of the Cologne
popular vote needed to ;4
enter the Bundestag.

July 7 2015
Frauke Patry Is elected leader
supported by the populist

Jan 21 2017
Ms Pefry hosts a

rally of European
Jan 30 2016 populists in

Ms Petry suggests oo Sep 24 2017
police should ‘If Zweltstimme.org

necessary use project the AfD to win
AfD support recovers as the firearms’ to stop between 6.5 and 11.2%

party opposes Angela Merkel's migrants lllegally of the popular vote In
policy of welcoming refugees. crossing the border. the federal election

Anti-immigration AfD party leader Alice
Weidel walks out of TV debate

iy she w "SU lender L herself from the xn:

cogoe. She was tth some of Germany's

AFD LEADENRE AND THEIR MORT OF FENAIVE JEMANKKS

Frauke Petry
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Germany- Soft vs. Hard data — "Hope”

HARD VS SOFT IN GERMANY

Diverging or Converging
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Germany gained the most from EUR
Now Club Med is gaining from “interal devaluations”

Unit Labor cost differenct Spain-GER

EUR intro gained Germany, crisis Spain

Last Price F35
M .GERMSPAI U Index (R1) 11.2960
1 but new Club Med HCIUDE Index (L1) 81.9 3
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Germany (BUBA) - inflation will be back - really?

Baseline and uncertainty margins
of the projection’

Annual data, year-on-year percentage change

Consumer prices (HICP)

Gross domestic product
(price, seasonally and
calendar-adjusted)

2011 12 13 14 - 16 { v 15 2019

Sources: Federal Statistical Office and Bundesbank calculations.
2017 to 2019 Bundesbank projections. * Uncertainty margins

SAXO

BANK




Bundesbank also believe in ghost of Phillips curve

Negotiated pay rates, actual earnings
and compensation of employees

Year-on-year percentage change, monthly basis

Negotiated pay rates’
Actual earnings
Compensation per employee

Projection
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Sources: Federal Statistical Office. 2017 to 2018 Bundesbank
projections. 1 According to the Bundesbank's negotiated wage
index.
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Next 30 years biggest call:
Low-flation...Everything is deflationary

Electrification — Volvo announcement

Demograhics

Peak demand oil ?

Health care cost mean-reversion (maximum % of GDP)

Regulation — Basel lll + IV — credit limitation

Higher policy rates (tax on credit)

Automation + Robotics

Block-chain — cheaper, faster and ”less everything...”

Monopolistic break-up of IT-giants: FB, Google, Amazon, Apple, MFST

THE WALL STREET JOURNAL

(.et Read\ for l’eal( On])emand

g Caresensss mmmvm um The B Question
hat mary cit comganies
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Fed’s dogmatic chase of inflation ghost

Mission Accomplished?

Fed's preferred inflation measure tops 2%, but market has doubts
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YoY change in WTI = CPI change

- Spot Crude Oil Price: West Texas Intermediate (WTI) (left)
- Consumer Price Index for All Urban Consumers: All Items (right)
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http://fred.stlouisfed.org/graph/?g=f1NZ

Why “electrification” of cars so key..

Oil demand breakdown by sector Transport oil demand by mode

Shipping
and Rail

9%‘

Process
Heating Trucks

Transport
32%

6% 56%
Power &7

5%

A A
Petrochemi

cal
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Source: [EA, BP, Barclays Research Source: IEA, BP, Barclays Research
hitps:/live.barcap.com/PRC/publication/FC b 1493106930600 2323042
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Conclusion:
Macro themes
The US dollar has peaked and started a multi-year cycle lower as both
US and world growth can’t work without a weaker dollar (a stronger

dollar kills growth through debt service, emerging markets, and
commodities).

Everything is deflationary: demographics, technology, energy, and the
debt mountain.

The credit impulse peaked in late 2016/early 2017 leaving global
growth vulnerable in the fourth quarter of 2016 and into Q1'17.

US interest rates are headed to 0% in 10-year government yields by
the end of 2018, early 2019.

New call: energy prices to fall by 50% over the next 10 years.
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Farewell to King $

Dollar index since 1970s - third peak: check!
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Source: Bloomberg, SG Cross Asset Research/Global Asset Allocation
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Farewell to Crude (Post Aramco IPO)

Crude Symmetry

CL1 Daily




Gold(metals & commodities) dirt cheap

Tangible vs. intangible
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Lesson to all the “young traders”
Market does goes down

Nasdaq & Fed balance sheet
Less and less support?
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GMO - 7 Year return

The negative view

GMO  7-Year Asset Class Real Return Forecasts*

As of March 31, 2017
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Source: GMO

*The chart represents local, real return forecasts for several asset classes and not for any GMO fund or strategy. These forecasts are forward-looking statements based upon the reasonable beliefs of
GMO and are not a guarantee of future performance. Forward-looking statements speak only as of the date they are made, and GMO assumes no duty to and does not undertake to update forward-
looking statements. Forward-looking statements are subject to numerous assumptions, risks, and uncertainties, which change over time. Actual results may differ materially from those anticipated in
forward-looking statements. U.S. inflation is assumed to mean revert to long-term inflation of 2.2% over 15 years.




Expected return forward: John Bogle
CFA Conference May, 2017

The Sources of Returns

Total Returns on Stocks, Past and Future
® Earnings Growth Dividend Yield = P/E Change

; ’
Investment Return Speculative Return
12.1%

3.3

Since 1900 Since 1982 Next 10 Years?
Beginning P/E 12.5 7.8 26.3
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