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@ Key News and Events

The World Health Organization (WHO) declared the coronavirus outbreak an international emergency,
as the number of confirmed cases overtook the 2003 SARS outbreak. Chinese authorities implemented
travel restrictions and extended the Lunar New Year holidays in a bid to contain the virus. The US State

Department warned against all travel to mainland China, whilst the UK, Canada and many others

issued “all but essential” travel warnings. Global equities reversed its year-to-date gains, falling by 3.4%
in sterling terms over the week as concerns escalated about the impact of coronavirus on global growth.

The Bank of England (BoE) kept interest rates on hold at 0.75% in Mark Carney’s last meeting as BoE
governor. Markets were pricing in a roughly 50% chance of a 25bps rate cut, but the BoE decided

against a rate cut amidst rebounding economic data after December’s general election. Meanwhile, the

US Federal Reserve kept its benchmark interest rate unchanged at 1.50%-1.75%.
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Chart Source: FactSet, FTSE, MSCI, ICE BofAML. Total return in GBP terms shown.



@ EMarketSummary

=  Global equity markets fell over the week.

= The MSCI AC World Index fell by 2.5% in local currency terms and fell by 3.4% in sterling terms.
= The Utilities sector was the best performer, returning -0.5% in sterling terms.

= The Energy sector was the worst performer, returning -6.2% in sterling terms.

= US equities were the best performing market in sterling terms (-2.4%).

= Emerging Market equities were the worst performing market in sterling terms (-5.9%).

= The 10-year qilt yield fell by 4bps to 0.54% and the 20-year gilt yield fell by 4bps to 0.93%.

= The 10-year US treasury yield fell by 16bps to 1.52%, falling below the three-month US treasury yield
as this part of the yield curve inverted for the first time since October.

= Atthe 10-year maturity, the German bund yield fell by 10bps to -0.44% and the French government
bond yield fell by 10bps to -0.18%.

=  Greek government bond yields fell by 13bps to 1.16%.

= The UK Over 5-year real yield rose by 4bps to -1.96% and the UK 20-year real yield rose by 5bps to -
2.15%.

= 20-year breakeven inflation fell by 9bps to 3.09%.

= Local currency emerging market debt fell over the week, returning -2.0%.

= The US high yield bond spread over US treasury yields rose by 35bps to 403bps over the week.

= The spread of USD denominated EM debt over US treasury yields rose by 10bps to 323bps over the
week.

= The sterling non-gilt spread over UK gilt yields (based on the Merrill Lynch index) rose by 2bps to
108bps over the week.

= The S&P GSCI index fell by 4.3% in USD terms over the week.

= The S&P GSCI Energy index fell by 4.9% as the price of Brent Crude oil fell by 4.2% to US$58/BBL.
= Industrial metal prices fell by 4.6% as copper prices fell by 6.7% to US$5,570/MT.

= Agricultural prices fell by 2.3% and gold prices rose by 1.3% to US$1,584/0z.

= Sterling strengthened by 0.9% against the US dollar and rose by 0.4% against the euro, ending the
week at $1.32/£ and €1.19/£ respectively.
= The US dollar decreased by 1.0% against the Japanese yen, ending the week at ¥108.39/$.




Contacts

John Chung

Aon — London
john.chung.3@aon.com
+44 (0) 20 7086 6199

Nikhil Anto

Aon — Bangalore
nikhil.anto@aon.com
+91 80 6621 8236

About Aon Global Asset Allocation

Where are we in the economic cycle? What is the relative value of different
asset classes? How are technical factors, such as regulation, impacting
prices? Aon’s Global Asset Allocation team continually asks and answers questions
like these. We use our findings to help clients make timely decisions about asset
allocation in their schemes’ portfolios.

With over 160 years of combined experience, the team is one of the strongest in UK
investment consultancy today.

Our experts analyze market movements and economic conditions around the world,
setting risk and return expectations for global capital markets.

The team use those expectations to help our clients set and, when it’s right to do so,
revise their long-term investment policies.

We believe that the medium-term (1-3 years) has been under exploited as a source
of investment performance. Maintaining medium-term views that complement our
long-term expectations, we help our clients to determine when to make changes to
their investment strategy
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