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October Monthly
Review

A summary of key events and market trends during the month
of October followed by your dedicated portfolio performance

analysis.
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» October saw a continuing of the narrow trading ranges US Elections
across most asset markets

» European indices were again the main underperformers, Joe Biden leads Donald
with the Eurostoxx index losing over 7% last month, mostly

. . Trump by some 8
due to increased fears over the second wave of covid cases Py

points in the national

polling averages and by
» It is now all about which way the chips fall as a result of the

US elections smaller, but still
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healthy, margins in the

» The continuing severity of the fresh wave of COVID-19
infections will lead to another lull in economic performance;
the slack created will likely get offset with further central

bank stimulus Will 2020 see a repeat

key swing states.

of 2016 with a surprise
victory for President

Trump ?
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Key markets

Index Month to Date % Year to Date %

NIKKEI 225 -0.90 -2.87

HANG SENG CHINA 3.89 -12.61

DAX INDEX -9.44 -12.77

EURO STOXX 50 -7.29 -21.10

S&P 500 INDEX -2.66 1.18

DOW JONES INDUSTRIAL AVERAGE -4.52 -7.17
NASDAQ 100 STOCK INDX -3.16 26.53

US 10 YR GOVERNMENT YIELD +0.19 pts -1.04 pts

EUR USD -0.63 4.05

UsD JPY -0.78 3.86

GOLD -0.37 24.59

Key Trends

“Holding pattern” is probably what best describes the price action in the FX markets for the month of
October; as well as for asset prices in general. The Dollar Index (DXY) appreciated all of two tenths of a
percentage point while the Nasdaq did a bit of a round trip back to close to the highs of the year and
closed down some three percent for the year.

We are now a day away from the action from the US elections and this promises to be interesting
month based on how the results come through. President Trump continues to cast doubt on a potential
loss and both sides are lawyering-up for what might just be a messy show-down. Whether the outcome
finally is or isn’t contentious will primarily depend on the margin of victory.

The average US national poll shows Vice President Joe Biden leading by around 10 points. President
Trump’s initial debate performance and subsequent coronavirus infection led to bump in VP Biden’s
lead and that has held steady ever since. The third debate did not manage to dent that lead, nor did
stories of Hunter Biden’s emails. Across the board, President Trump is seeing weaker support compared
to his performance in 2016. Apart from the Presidential election the focus will be on the Senate and
the million-dollar question of whether or not the Democrats manage to take control of that chamber.
Polls here too indicate a strong showing by the Democrats and similar for the House elections.

Gaming a “Blue Wave” scenario is important from the perspective of understanding the make-up of
the next Congress; a Presidency, House and Senate controlled by the Democrats has strong implications
for the size of any stimulus package as well as suggesting the likely beneficiaries. Key elements of
Candidate Biden’s proposals have been focused on a COVID-19 response, infrastructure and clean
energy. The path of passage of these stimulus proposals should be easy in this scenario where the
Democrats control Congress and the Presidency.

Other scenarios of a mixed Congress (the House very likely continues under Democratic leadership)
leads to more muted stimulus responses and a different set of spending priorities.
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As a final point, analogously and for some historical perspective, Ronald Reagan led Jimmy Carter by 47
to 44 points heading into the elections in 1980, went on to win 51 to 41 and in the process took 489 of
the 538 electoral college votes. There has been some talk of a “Blue Wave” and now it’s time to leave
the polls behind and wait for the results to flood in, or trickle in, depending on which state we are
talking about.

While recent GDP data releases show economic growth bouncing back the recent strong spike in cases
in Europe and the North America doesn’t bode well for economic activity going forward and the ECB
has now signaled a desire to provide further support for the economy. The Federal Reserve meets
Thursday and given the likely hit to the economy for the quarter might wish to signal similarly.

The sell-off in equity markets led to a resultant spike in equity volatility and the way this evolves will be
driven by the political environment and the central bank response to any market nervousness.

At a broad level, valuations continue to be rich for companies delivering strong growth and profit
margins, and attractive for companies that do not fall in that category. The value / growth conundrum,
made more pronounced by the coronavirus, continues and striking the right balance of which
companies to own and at what price drives a fair part of our discussions and resultant allocations.

Our longer-term views on the equity, fixed income and foreign exchange markets remain unchanged.

All information in this report has been obtained from Bloomberg sources except where indicated otherwise. All data in this report is as of the last
international business day except where indicated otherwise.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”,
“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might”
occur or be achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently available
to us and are subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward-looking
statements. Readers are cautioned not to place undue relevance on these forward-looking statements. SGMC Capital expressly disclaims any obligation to
update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the

occurrence of unanticipated events

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

This report is for information and illustrative purposes only; it is in no way a recommendation, or an offer or solicitation to buy or sell any investment
products, but only factual information being provided. SGMC Capital will not be held liable for any information provided in this document which is stated to
have been obtained from third party sources, this information may be based on assumptions or market conditions and may change without notice.

The information in this report was prepared by SGMC Capital and is current as of the date of the report. The information contained herein has been obtained
from sources that SGMC Capital believes to be reliable, but SGMC Capital does not guarantee its accuracy, adequacy, completeness, reliability, or timeliness,
and will not be held liable for any investment decisions made based on this information. Moreover, SGMC Capital is not responsible for any errors or
omissions or for the results obtained from the use of such information. All information and estimates included in this report are subject to change without
notice. This report is intended for qualified customers of SGMC Capital.

Past performance does not guarantee future results. Investment products are subject to investment risks, including possible loss of principal amount
invested.

You may not redistribute this report without explicit permission from SGMC Capital.
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