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Custom union
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WTO

EEA, WTO and bilateral
deal

Four freedoms, budget
contributor, ‘Rules of
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commercial rules and
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EEA = European Economic Area; EFTA = European free Trade Area; WTO = World Trade Organisation;
MFN = Most Favoured Nation (Tariff Level)
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Source: Bloomberg as at 31.03.2016. RGDP = Real Gross Domestic Product; AHE = Average Hourly Earnings;

110

108

106

=100

Index, 2007

104

102

100

98
2007

Real wages
(AHE/PCE deflator)

2008 2009 2010 2011 2012

PCE = Personal Consumer Expenditure.

2013 2014 2015 2016

Institute
and Faculty
of Actuaries

23

Wages (%YoY)

2.0

15

1.0

0.5

0.0

-0.5

-1.0

-1.5

-2.0

PR
" *
3
KA .,
-
- ‘:’0
» .
-
R {
L o o0
PN “&0 -
p— T
- -
L 8 . AN .
.
R o s
** 00 S0
. . . o
’Q ¢ : * e *
hd -
. -
-1.0 0.0 1.0 2.0 3.0 4.0 5.0

Unemployment gap (%)

Source: SocGen, BMO Global Asset Management as at 16.09.2015. YoY = Year on Year.

Growth in wages and
salaries of civilian workers
four quarter moving
average year on year
percentage change

The unemployment gap is
the difference between
actual U3 unemployment
and the estimated non-
accelerating rate

Institute
and Faculty
of Actuaries

24

08/06/2016

12



1990-2000 2001-2007 2008 - 2015
45% 45% 4.0
Q31990
\ »
- 4.0%Q2 2001 35
0% 2 “ﬁ‘\ \ ¢ 12008
= T\ 5 5
g { £\ 5 ) B N
g YA \ = 2
2 3\ \ = 35% £30
S /R 2 <
g 35% | \ \ & 2
£ U\ \ £ g
15 L | t £ =
° £
g 1 \\ 2 3.0% 225
£ \ \ = g
9
3.0% | PN \\ 4
o/ 45
A / \ T 5%
\ | - 2.0
1
First hike: Q1 1994 First hike: Q2 2004
2.5% First hik
2.0% 15
2.0% 15% ———————————————————————— 10
50 050 | 050 1”52 250 -1.00 0.00 .00 2:00 100 000 1.00 200 300 400 5.00
Unemployment "gap" (%) Unemployment "gap" (%) Unemplayment "gap" (%)
Unemployment rising == Unemployment falling Institute
Source: BMO Global Asset Management as at 20.01.2016. and Facul_ty
of Actuaries
25
2.5%
Core CPI
2.0%
1.5%
1.0% /
0.5%
0.0%

2010 2011 2012 2013 2014 2015 2016
Institute
and Faculty

Source: Bloomberg as at 31.03.2016. CPI = Consumer Price Index; PCE = Personal Consumers Expenditure. of Actuaries
26

08/06/2016

13



08/06/2016

8%
7%
6%
Italy
5%
France
4%
Germany
3%
2%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Institute
. and Faculty
Source: ECB Statistical Data Warehouse, May 2016 of Actuaries
27
65

4]
a

Output Index

UK Composite PMI

TRV YA

45

40
35
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Institute
and Faculty
Source: Bloomberg and Markit as at April 2016. PMI = Purchasing Managers’ Index. of Actuaries
28

14



19%

17%

15%

13%

Credit

11%

9%

7%

5%
2010 2011 2012 2013 2014 2015 2016

Institute
and Faculty
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Gross Domestic Product; adj = adjusted; oya = over year ago; est = estimate.
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» High volatility and low returns are set to characterise markets
» Equities likely to struggle but still outperform bonds
» EM equities attractive only as a tactical trade
» Brexit uncertainty a major issue for the UK — and Europe
» Europe attractive on the medium term on a ‘remain’ vote
Institute
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Past performance should not be seen as an indication of future performance.
The value of investments and income derived from them can go down as well

as up as a result of market or currency movements and investors may not get
back the original amount invested.
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