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“A-WISE MAN WILL MAKE MORE OPPORTUNITIES THAN HE FINDS”
SIR FRANCIS BACON

*

+ Fed, ECB, BoE, BoJ, CBRussia and RBA kept interest rates unchanged.
I N Yields on U.S. 10-year Treasury, German Bund and U.K. Gilt fell month-over-month.
+ Most major U.S., U.K., Japanese, Chinese and German equity indices fell in August, Russian were flat.

THIS ISSUE
¢ Gold and Silver rose in August. Brent Oil fell.

+ U.S. Dollar Index rose month-over-month.
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AJK WEALTH SCHOOL OF THOUGHT: “ARGENTINA: SEARCHING FOR THE “HAND OF GOD”? ”

Nothing was decided in Argentina’s primary election Aug. 11. It was
only meant to provide a sign of voter sentiment ahead of the real vote
Oct. 27. Then what explains the economic earthquake and market
free fall caused by the results? The poor showing by Mauricio Macri,
Argentina’s president since 2015, was part of it, since he’s been seen
as an economic reformer, although one with mixed results. But
there’s another factor: The opposing ticket, the one on course for
victory, gives some Argentines and investors a troubling sense of
déja vu.

What sparked the panic? Macri was soundly bested by opposition
candidate Alberto Fernandez, a result that many now expect will be
repeated Oct. 27. After Fernandez's 16 percentage-point win,
Argentina’s sovereign bonds and stocks plunged, and the Argentine
peso fell as much as 32.6% the day after the vote. The market rout
continued over subsequent weeks, with Argentine depositors
withdrawing savings from dollar-denominated accounts. That led the
government to announce it would postpone $7 billion of payments on
short-term debt this year and seek to extend maturities on $50 billion
of longer-term obligations. On Sept. 1, Macri imposed capital controls
in a blunt policy reversal aimed at containing the crisis.

Why did the result lead to a market free fall? Markets are spooked
less by Fernandez himself than by the prospect of a return to the
populist policies of his vice-presidential running mate, Cristina
Kirchner. During her two terms as president of Argentina, from 2007
to 2015, the government implemented protectionist measures such
as tight currency and capital controls, trade barriers, and energy and
public transportation subsidies. Unable to tap international debt
markets, her government oversaw what became a closed-door
economy, with connections to Venezuela and Cuba. She is also
facing criminal prosecution for alleged corruption.

Would Kirchner call the shots as vice president? That is the big
question, with no clear answer. She had been expected to seek the
presidency before announcing that she would instead run as vice
president. Fernandez has insisted the decision-making power would
reside with him, and some predict that he would turn out to be more
market-friendly once elected. But many suspect that Kirchner would
call the shots on major policy decisions.

Why do investors feel so strongly about Kirchner? She was elected in
2007 to succeed her husband, who had dug the nation out of the
largest debt default in history by riding a commodity boom and
restructuring most of the debt. She continued his generous public
spending and was re-elected in a landslide. But then the boom began
to recede. In 2012, she stunned foreign investors by seizing
Argentina’s main energy company, YPF. Argentina’s 2014 debt
default — its eighth — came after the country refused to pay the full
value of bonds bought by U.S. hedge funds.

How does Fernandez compare? He describes himself as pragmatic
when it comes to the economy and is seen as more moderate than
Kirchner. “There are times when things are solved with Keynesian
policies, and other times when what you need is liberal policies,” he
said at an August event. He also said there is no chance Argentina
would default on its debt if he's elected. At other times, he’s sent
mixed signals, saying both that he wants an open economy and that
he’d consider bringing back some capital controls. And his rhetoric
has become increasingly combative, blaming the IMF for the
country’s crisis and saying he wouldn't ask for permission to put in
place a plan to boost consumer spending.

Will Argentina ever be a sound debtor nation? For investors asking
this question, now is their chance to put their money where their
mouth is.
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REGIONAL OUTLOOK

= U.S. GDP expanded 2.0% over the previous quarter in
seasonally-adjusted annualized terms, which was down a
notch from the advance estimate of 2.1% growth and well
below the 3.1% expansion logged in Q1. In annual terms,
Q2 growth was unchanged at 2.3%, down from Q1’s 2.7%.

= Eurozone GDP was confirmed at 0.2% in Q2 2019 versus
the previous quarter, a slowdown from 0.4% in Q1. The
unemployment rate in July was unchanged at June's
7.6%, the lowest rate since July 2008.

= Germany’s Ifo Business Climate Index fell in August to
94.3 points from 95.8 in July, its lowest level since Novem-
ber 2012.

= UK. GDP shrank 0.2% in quarter-on-quarter seasonally-
adjusted terms in Q2, contrasting Q1's 0.5% quarter-on-
quarter expansion. The figure marked the worst reading
since Q4 2012.

= Russia’s GDP growth accelerated to 0.9% year-on-year in
the second quarter of 2019. This was almost double the first
quarter’s 0.5% expansion. Inflation ticked down to 4.6% in
July, from 4.7% in June, the lowest reading since December
2018.

= China’s U.S. dollar-denominated exports in July rose 3.3%
from a year ago while imports fell 5.6% during the same
period. The country’s overall trade surplus last month was
$45.06 billion, according to customs data.

MAJOR ECONOMIES’ CENTRAL BANK RATES

Central Bank Current Rate MoM Change  Central Bank Current Rate MoM Change
U.S. Federal Reserve 2.25% — Central Bank of Russia 7.25% —
European Central Bank 0.00% — Bank of Japan -0.10% —
Bank of England 0.75% — Royal Bank of Australia 1.00% —
Source: Bloomberg
FIXED INCOME

= U.S. 10-year Treasury Yield fell, holding above three-year
lows on safe-haven demand. The 10-year yield last posted a
fall of at least 50 basis in a single calendar month in January
2015, making August's move one of the largest in the post-
crisis era.

= The yield on the benchmark 10-year Treasury note but also
on the 30-year and 5-year Treasuries fell by 51.8 bps, 56.2
bps and 44.1 bps respectively.

U.S.A., GERMANY, U.K. YEAR-TO-DATE YIELD COMPARISON

= Germany's benchmark 10-year government bond yield fell
26 bps in August as weak German data gave further impetus
to a relentless rally in bond markets with the German
government bond yield curve flattening on recession concerns.

= U.K. 10-year gilt yield fell 13.2 bps in August, to their lowest
on record, edging past a previous low set in August 2016 as
bond prices rose globally and Brexit worries continued to raise
concern about the country’s growth prospects.

U.S.A. TREASURY YIELD COMPARISON

Source: Bloomberg
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Sovereign 31.12.2018  30.08.2019 A BPS s
M
U.S. 5 Yr. Treasury 2.511 1.387 -112.5 v ““\\.\M
20 A

U.S. 10 Yr. Treasury 2.684 1.496 -118.8 \\M-
U.S. 30 Yr. Treasury 3.015 1.963 -105.2 g i
UK. 10 Yr. Gil 1277 0.479 798 '

German 10 Yr. Bund 0.239 -0.702 -94 1 %MW.

Source: U.S. Treasury
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EQUITIES

= U.S. equities saw their first monthly decline since May, as
consumer sentiment slid and a tariff deadline in the Sino-
American trade war loomed. S&P 500 and the Nasdaq fell,
also affected by weak U.S. manufacturing data raising
concerns about the health of the economy.

= European markets slid as investors fear grew amid US-
China trade war and risk of recession.

m DAX fell after data showed weaker economic sentiment in
Germany as the country's GDP contracted in July.

= FTSE 100 fell as the latest signals from the Fed dampened
hopes of hefty interest rate cuts.

= NIKKEI 225 fell as the yen surged against the dollar on
escalating US-China trade tensions.

= SHANGHAI Composite fell as geopolitical tensions and
inverted yield curve weighed on investor sentiment.

= MOEX was flat as despite sluggish economic growth and
slowing inflation, investors expect the Russian central bank to
lower the cost of lending by the end of 2019 .

ALTERNATIVE INVESTMENTS

MAJOR STOCK INDEXES AS AT AUGUST 30™2019

Index Region % A MoM % A YTD
S&P 500 USA -1.81% 16.74%
NASDAQ USA -2.60% 20.01%
DAX Germany -2.05% 13.07%
FTSE 100 UK -5.00% 7.12%
NIKKEI 225 Japan -3.80% 3.45%
SHANGHAI China -1.58% 15.73%
MOEX Russia 0.02% 16.18%

Source: Bloomberg

= Gold and silver marked their best month in more than three
years as fears of a global recession and uncertainty on U.S.-
China trade relations drove investors to safe havens.

= Silver had its biggest monthly percentage gain since June
2016 on robust demand from industrial units and coin makers
amid strong overseas trend.

= Qil prices fell as worries about a slowdown in economic
growth and the impact on oil demand due to the trade war
between the world’s two biggest oil consumers kept a lid on
price gains.

CURRENCIES

COMMODITY PRICES AS AT AUGUST 30™ 2019

Commodity Price ($) % A MoM %AYTD
Gold / oz 1,520.38 7.54% 18.55%
Silver / oz 18.38 12.98% 18.59%
Crude Oil (Brent) / bbl 60.43 -1.27% 12.32%

Source: Bloomberg

m USD rose against a basket of major currencies following
President Trump's remarks on signals about China's desire to
return to the trade talks.

= JPY and CHF rose due to bigger appetites for safe-haven
assets on US-China additional tariffs on each other’s exports.

= EUR fell to its weakest since May 2017 as political uncertainty
in ltaly weighed on sentiment in the Eurozone.

m  GBP was flat as even though opposition parties vowed to try
and pass a law to prevent a no-deal Brexit, Boris Johnson bid
suspended Parliament raising no-deal Brexit fears.

= RUB fell on trade war fears with the domestic tax period that
supports the rouble having passed its peak.

= AUD hit a 10-year low against the USD, after New Zealand's
central bank unexpectedly cut interest rates by 50bps.
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U.S. DOLLAR OVER MAJOR CURRENCIES AS AT AUGUST 30™ 2019

Country FX Rate % A MoM % A YTD
Japan (¥) 106.28 -2.30% -3.11%
Russia (p) 66.719 4.80% -3.80%
Australia ($) 1.485 1.65% 4.64%
Switzerland (F) 0.99 -0.36% 0.85%
Eurozone (€) 0.910 0.82% 4.36%
United Kingdom (£) 0.822 -0.04% 4.89%

Source: Bloomberg
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AJK GROUP GLOBAL PRESENCE

The AJK Group has established its presence in major financial centers with fully fledged offices.
Through our presence and Global affiliations with reputable Financial Institutions, world class
research is obtained from which investment opportunities are identified and capitalized.

AJK OFFICE LOCATIONS

DISCLAIMER

AJK Wealth Management Limited (AJK Wealth) is regulated by the Cyprus Securities and Exchange Commission. This document has been
prepared using sources that are believed to be accurate at the time of publishing. Investors should not base any decision making based on the
above disclosed information. AJK Wealth will not be held liable for any loss arising from the use of this document or its content. Past performance
is not necessarily a guide to future performance. Any price quoted in this publication is indicative and may vary due to changes in market
conditions. Any view of AJK Wealth reflected in this document may change without notice. Information and explanations on this document are not
intended as an offer or recommendation to buy, sell or call on any security, product, service or investment and do not take into account the
specific investment objectives, financial situation and the particular needs of any specific person.
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