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Brexit — when headlines (and forecasts) go wrong

Thanks to Brexit, a new global
financial crash is looming

More vulnerable econ

mies risk slinnine back into

recession and deflatio
hand
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When will the British economy fall into
recession following the Brexit vote?

The issue is really whether this slowdown will be serious enough to dip the economy below the
waterline for two quarters, or whether it will remain just above it

Brexit raises risk of global recession as
financial markets plunge worldwide
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Remarkable resilience of UK economy post-referendum...
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... with unemployment remaining very low
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However, we still expect growth to slow
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Concern 1: Weaker GBP has spurred inflation

GBP trade weighted exchange rate (01.01.2008 = 100)
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Last data point: 20.03.2017 Source: Bloomberg, Credit Suisse / IDC
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Less Toblerone for the same price

\:_?‘
: Y
‘ E
k J - -
Y ey

Vk‘ =
o o

1 s .

| =t §
S Sy
p \
{118
—
————

Source: AP

'
CREDIT SUISSE Global Macro Analysis (WJSF 3) May 2017

7



Inflation is squeezing real incomes
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Dramatic drop in the savings rate a warning sign
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Consumer confidence hit, consumption to follow?
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Fading wealth effects from the housing market
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Concern 2: investment - companies now more cautious

Investment intentions, standardized index
3

2000 2002 2004 2006 2008 2010 2012 2014 2016
—BoE Agents manufacturing ~ =——BoE Agents services

Last data point: Jan 2017 Source: Datastream, Credit Suisse / IDC

CREDIT SUISSE\ Global Macro Analysis (WJSF 3) May 2017 12



Positives: Sentiment holding up well in manufacturing...
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... and weak GBP a boon for exports sector
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Brexit: the ideal timeline

= Mar 29, 2017: Article 50 officially triggered, 2 year negotiations begin
m May-Oct 2017: Great repeal bill. UK translates EU law into British law

m Dec 2017: “Divorce principles” agreement between UK and EU, trade
talks can start
m Oct 2018: end of negotiations, enough time remains for ratification

m Oct 2018-Mar 2019: EU council, national governments and UK
House of Parliament vote on the deal. Possible extension of article
50 negotiations if all 27 EU members agree.

m Apr 2019: UK departure from EU completed.

- Many hurdles along the way. This ideal timeline requires a lot of goodwill
from the EU, which is already put into question.

Source: Credit Suisse. Pictures: itv.com
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Conclusion: uncertainty abounds

m Base case: moderate slowdown of the economy due to weaker
consumption and investment

m Exports sector: concerns mainly for services exporters, less for
manufacturers

m Temporary higher inflation, but continued monetary policy support

= Very complicated negotiation process ahead, questionable if trade
deal will stand ready in April 2019, “hard Brexit” becoming more
and more likely

Source: Credit Suisse
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Risk warning

Everyinvestmentinvolves risk, especially with regard to fluctuationsin value and return. If aninvestment is denominated i n a currency other than your base currency, changesin the rate of exchange may have an adverse
effectonvalue, price orincome.

For a discussion of the risks of investingin the securities mentioned in this document, please refer to the following Intern et link:
https://research.credit-suisse.com/riskdisclosure

This document may include information on investments thatinvolve special risks. You should seek the advice of yourindepende nt financial advisor prior to taking any investment decisions based on this document or for
any necessary explanation of its contents. Furtherinformationis also availablein the information brochure “Special Risks i n Securities Trading” available from the Swiss Bankers Association.

Past performance is not an indicator of future performance. Performance can be affected by commissions, fees or other charges as well as exchange rate fluctuations.

Financial market risks

Historical returns and financial market scenarios are no guarantee of future performance. The price and value of investments mentioned and any income that mightaccrue couldfall orrise or fluctuate. Past performance is
not a guide to future performance. If aninvestment is denominated in a currency otherthan yourbase currency, changesinthe rate of exchange may have an adverse effect on value, price orincome. You should consult
with such advisor(s) as you consider necessary to assist you in making these determinations.

Investments may have no publicmarket oronly a restricted secondary market. Where asecondary market exists, itis not possible to predict the price at which investments will trade in the market or whether such market
will be liquid orilliquid.

Emerging markets

Where this documentrelates to emerging markets, you should be aware that there are uncertainties and risks associated with i nvestments and transactions in various types of investments of, or related or linked to, issuers
and obligorsincorporated, based or principally engaged in business in emerging markets countries. Investments related to em erging markets countries may be considered speculative, and their prices will be much more
volatile thanthose inthe more developed countries of the world. Investmentsin emerging markets investments should be made only by sophisticated investors or experienced professionals who have independent
knowledge of the relevant markets, are able to considerand weigh the various risks presented by such investments, and have the financial resources necessary to bear the substantial risk of loss of investment in such
investments. Itisyourresponsibility to manage the risks which arise as a result of investingin emerging marketsinvestme nts and the allocation of assets in your portfolio. You should seek advice from your own advisers
with regard to the various risks and factors to be considered when investingin an emerging markets investment.

Alternative investments

Hedge funds are not subject to the numerous investor protection regulations that apply to regulated authorized collective investments and hedge fund managers are largely unregulated. Hedge funds are not limited to any
particularinvestment discipline ortrading strategy, and seek to profitin all kinds of markets by using leverage, derivativ es, and complex speculative investment strategies that may increase the risk of investmentloss.
Commodity transactions carry a high degree of risk and may not be suitable for many private investors. The extent of loss due to market movements can be substantial orevenresultinatotal loss.

Investorsin real estate are exposed to liquidity, foreign currency and other risks, including cyclical risk, rental and local market risk as well as environmental risk, and changes to the legal situation.

Interestrate and creditrisks

The retention of value of a bondis dependent on the creditworthiness of the Issuerand/or Guarantor (as applicable), which m ay change overthe term of the bond. Inthe event of default by the Issuerand/or Guarantor of

the bond, the bond or anyincome derived fromitis not guaranteed and you may get back none of, or less than, what was origi nally invested.

Volatility
Volatility isameasure forvariation of price of a financial instrument. High volatility investments may experience sudden and large fallsin their value causinglosses when thatinvestment is realized.
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Emerging markets

Where this report relates to emerging markets, you should be aware that there are uncertainties and risks associated with investments and transactions in various types of investments of, or related or linked to, issuers and
obligors incorporated, based or principally engaged in business in emerging markets countries. Investments related to emerging markets countries may be considered speculative, and their prices will be much more volatile
than those in the more developed countries of the world. Investments in emerging markets investments should be made only by sophisticated investors or experienced professionals who have independent knowledge of the
relevant markets, are able to consider and weigh the various risks presented by such investments, and have the financial resources necessary to bear the substantial risk of loss of investment in such investments. Itis your
responsibility to manage the risks which arise as a result of investing in emerging markets investments and the allocation of assets inyour portfolio. You should seek advice from your own advisers with regard to the various
risks and factors to be considered when investing in an emerging markets investment.

Alternative investments
Hedge funds are not subject to the numerous investor protection regulations that apply to regulated authorized collective investments and hedge fund managers are largely unregulated. Hedge funds are not limited to any
particular investment discipline or trading strategy, and seek to profitin all kinds of markets by using leverage, derivatives, and complex speculative investment strategies that may increase the risk of investment loss.

Commodity transactions carry a high degree of risk and may not be suitable for many private investors. The extent of loss due to market movements can be substantial or evenresultin a total loss.
Investors inreal estate are exposed to liquidity, foreign currency and other risks, including cyclical risk, rental and local market risk as well as environmental risk, and changes to the legal situation.

Interest rate and credit risks

The retention of value of a bond is dependent on the creditworthiness of the Issuer and/or Guarantor (as applicable), which may change over the term of the bond. In the event of default by the Issuer and/or Guarantor of the
bond, the bond or any income derived fromiitis not guaranteed and you may get back none of, or less than, what was originally invested.
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This report is not directed to, or intended for distribution to or use by, any person or entity whoiis 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 or which would subject CS to any registration or licensing requirement within such jurisdiction.

References in this document to Credit Suisse include subsidiaries and affiliates. For more information on our structure, please use the following link:

http://www.credit-suisse.com

NO DISTRIBUTION, SOLICITATION, OR ADVICE: This reportis provided for information and illustrative purposes and is intended for your use only. Itis not a solicitation, offer or recommendation to buy or sell any security
or other financial instrument. Any information including facts, opinions or quotations, may be condensed or summarized and is expressed as of the date of writing. The information contained in this report has been provided as
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to any company or issuer mentioned. Some investments referred to in this report will be offered by a single entity or an associate of CS or CS may be the only market maker in such investments. CSiis involved in many
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legal, accounting or tax advice. CS does not advise on the tax consequences of investments and you are advised to contact an independent tax advisor. The levels and basis of taxation are dependent on individual
circumstances and are subject to change. SOURCES: Information and opinions presented in this report have been obtained or derived from sources which inthe opinion of CS are reliable, but CS makes no representation as
to their accuracy or completeness. CS accepts no liability for a loss arising from the use of this report. WEBSITES: This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which
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